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Abstract

Title: An Investigation of the Role of Finance in the Development of Value
Added Products
Author: John O’Sullivan
Traditionally Ireland focused on commodity based food products. In recent years
there has been a shift towards value added food products. There has however
been little academic research undertaken investigating the role of finance in
developing value added products. This study will examine the importance of the
value added food sector in the Irish food industry and will also examine new
product development (NPD) processes to highlight the role finance plays in
developing value added food products. The researcher used semi-structured
interviews of seven industry experts as the research technique.
Value added products have many benefits including higher margin and less risk of
market volatility. However it is evident from this study that there is and always
will be a place for basic commodity ba.sed products in the market place. It is not
possible for value added products to make up Ireland’s entire food product range.
However adding value to standard commodity based products creates greater
opportunities for food manufacturers to achieve a higher profit margin.
This study highlights that every food company has their own and unique way in
developing new food products. Some food companies use a structured method
while others develop new products sometimes by chance through trial and error.
This study highlights that many of the larger food companies use a structured
process. The process is usually formulated in-house for many of these food
companies. In contrast the vast majority of small food companies take a more
natural approach.
This study highlights that accounting andfinance play a significant role within the
Irish food industry. It is critical to have a sound business plan which has
undergone proper financial scrutiny by an accountant. Strong upfront financial
evaluation is very important and the role of the accountant is critical to this. The
role of accountants in the NPD process normally depends on the individual
organisation. However this study finds that the NPD team must be crossfunctional and must include the finance function to maximise returns from the
NPD process.
This study highlighted many problems associated with the role of accountants in
the NPD process. One of the major problems is differences of opinion of the role
of accounting and the debated perceived functions associated with accountants.
This study discovered it is important to debate and evaluate all potential outcomes
of clashing priorities to ensure proper decision making. Accountants are too
important to ignore in the NPD process. This study however highlighted that
many accountants don’t become involved early enough in the NPD process. Some
companies don 7 engage with accountants up front in the NPD process and this is
potentially a very costly error.
xi

Chapter 1: Introduction to Research t opic

1.1: Introduction

This chapter introduces this study by providing its background and then
illustrating how the researcher arrived at a worthy research objective and the
questions that need to be answered to fulfil this objective. This chapter concludes
with the provision of the structure of the subsequent chapters of this study.

1.2: Background to the Study

Agri-food and fisheries is Ireland’s largest indigenous industry, a sector with long
historic provenance and one which, today, collectively employs some one hundred
and fifty thousand people with an annual output of over twenty four billion euro,
and a significant weighting of activity in rural and coastal communities. The
sector has seen a shift over the last number of years from commodity based supply
to one that is increasingly brand centred and consumer focused. The industry can
identify a number of significant positives in its evolution (Department of
Agriculture, Fisheries and Food, 2010, p.3). There are two extremely important
documents for the Irish food industry published by the Department of Agriculture
and Food. These are the Food Harvest 2020 Report and the Food Wise 2025
Report.

The Food Harvest 2020 Report outlines Ireland’s objectives over the next few
years for the Irish food industry. The following targets in the report are believed to
be achievable by 2020. Increasing the value of primary output in the agriculture,
fisheries and forestry sector by one and a half billion euro. This represents a thirty
three per cent increase compared to the 2007-2009 average. Increasing valueadded production in the agri-food, fisheries and wood products sector by three
billion euro. This represents a forty per cent increase compared to 2008.
Achieving an export target of twelve billion euro for the sector. This represents a

forty two per cent increase compared to the 2007-2009 average (Department of
Agriculture, Fisheries and Food, 2010, p.8).

The Food Wise 2025 Report highlights a vision for growth in the Irish agricultural
economy for the next ten years. On the basis of available data, the report
committee believe that the following growth projections are achievable by 2025.
Increasing the value of agri-food exports by eighty five per cent to nineteen
billion euro. Increasing the value added in the agri-food, fisheries and wood
products sector by seventy per cent to in excess of thirteen billion euro. Increasing
the value of primary production by sixty five per cent to almost ten billion euro.
The creation of an additional twenty three thousand direct jobs in the agri-food
sector all along the supply chain from primary production to high value added
product development (Department of Agriculture, Food and the Marine, 2015,
pp.9-10).

A major development occurred in 2015 with the abolition of the milk quotas. This
has changed the dairy landscape especially in Europe where milk production has
increased dramatically over the course of 2015. In 2015, total milk production
increased around the world by one point eight per cent which equates to a total of
eight hundred and fifty billion litres of milk. A one point eight per cent increase in
milk volumes equates to fifteen billion litres of extra milk. With the lifting of milk
quotas in the European Union (EU) in 2015, milk production rose by twenty six
per cent last year. An extra three and a half billion litres of milk was produced in
2015, making the EU at one hundred and fifty five billion litres of milk one of the
world’s largest producers of milk (Lowry, 2016).

Food Harvest 2020 has set a target for Ireland to increase milk volumes by fifty
per cent by 2020. According to McCarthy (2014) total EU milk production is
forecast to increase by seven per cent, or approximately ten billion litres, post
quota. The abolition of existing milk quotas in 2015 will remove restrictions on
milk quantities produced. Ireland’s grass-based farming system currently involves
three hundred days of outdoor grazing with approximately eighteen thousand
2

farmers producing five point four billion litres of milk. The new target will see
that number increase to seven point four billion litres of milk.

Such a surge in milk production begs the following questions for Ireland, what is
the best manufacturing option for the extra volumes of milk?, will there be
suitable markets for this extra milk?, will increased milk volumes lead to market
and price volatility?, and will the dairy sector have a negative impact on the other
food sectors?

The food sector has seen a shift over the last number of years from commodity
based supply to one that is increasingly brand centred and consumer focused
which has led to many positives. Value-added food and drink manufacturing,
beyond primary processing, can range from infant formula and functional
ingredients through to alcoholic beverages and prepared consumer foods. Valueadded meat products and artisan foods can also be considered part of the sector.
The continued development of value-added foods on the home and international
markets is key to delivering a sustainable agri-food economy. Sales of these
products are less likely to be impacted by fluctuations in commodity prices while
processing Ireland’s raw material supply domestically fundamentally supports
wealth and employment creation in the rural economy (Department of
Agriculture, Fisheries and Food, 2010, p.33).

1.3: (iap in the Literature

Much of the literature concerning new product development (NPD) has primarily
a marketing or engineering focus. The role of finance in the NPD process is a
neglected research area. The researching of the role in the development of value
added products is also quite limited. Akroyd and Maguire (2011) assert the role of
finance personnel has been limited to assessing and attempting to reduce
uncertainty in the process. It is proposed in this study to evaluate the importance

of value added products together with the role played by accountants and/or the
finance function in developing such products.

This research will add to existing research evaluating the role of finance in the
development of value-added products in Ireland. The research will be useful both
for the student and to the companies that will engage with the research process.

1.4: Definition of Value Added

At the most basic, Chait, (2014) defines’Value-added’ as:

“...simply any product or action that helps you raise the value of
your products or business or something you can add to a
product that enables you to increase your profit margin
’ ’.

That is the definition that will be used in this study.

1.5: Research Objective

The objective of this study is:

'An Investigation of the Role of Finance in the Development of
Value Added Products ’.

To fulfil this objective the researcher aims to answer the following research
questions:
1. To examine the importance and role of value added products within the
food industry?

2. To investigate new product development processes used within the food
industry?

3. To investigate the role of accountants and finance in new product
development within the food industry?

4. To investigate the problems with accountants in new product development
within the food industry?

All of these questions will be answered in the context of the interviewees used by
the researcher for this study.

1.6: Limitations of Research

The Irish agri-food industry is seen as a key driving force underlying the Irish
economic recovery. This study is the first major piece of academic research
undertaken by the researcher. Along with experience, time was another limiting
factor for the researcher. One of the biggest challenges faced by the researcher in
this study was gaining access to industry experts. However the aim was to
interview industry experts from a wide variety of food industries and the
researcher is happy with the interviewees who provided some very useful
observations.

There is little research examining the role of accountants in the development of
new value added products. This research, particularly in an Irish context will
provide relevant insightful research within this area.

This research will be useful to the author, other academics and to NPD teams in
the food industry. The researcher has learned a lot from the whole process and is
interested in pursuing more research in the future.

1.7: Structure of the Study

An in-depth synthesis of the existing literature relating to this research is provided
in Chapter Two of this study. Chapter Two firstly highlights the role and
importance of value added products. The NPD process is also investigated in this
chapter to get a better insight of what’s happening in the Irish food industry today.
The role of accountants and finance in NPD within the Irish food industry is
investigated in this chapter. Finally the problems with the role of accountants in
the NPD process in the Irish food industry and their perceived lack of
involvement in the NPD process are investigated in Chapter Two to get a better
insight into the current existing literature available.

Chapter Three describes the research strategy chosen to achieve this research
objective. It justifies and investigates the research methods used by the researcher.
Interviews were undertaken with NPD experts within the Irish food industry. The
use of focus groups, questionnaires and surveys were also investigated in this
chapter. By investigating the best possible methods needed for this study, the
researcher was able to validate the data gathered.

The findings of the study are highlighted in Chapter Four of this thesis. Finally,
Chapter Five presents the conclusion of this research by answering, in detail, each
of the four research questions that were set out in section 1.5 of this study.

1.8: Conclusion

This chapter introduced the background to this research. It examined the need for
research into the role of accountants in developing value added products in an
Irish context. It stated the research objectives, research questions and the
framework that will be used. It also outlined the limitations of the study. This
chapter concluded with an outline of the structure of the remainder of the study,
from the literature review, research methodology, to the research undertaken, the
findings, and the conclusion.

C hapter 2: Literature Review

2.1: Introduction

Much of the literature concerning new product development (NPD) currently has
a marketing or engineering focus. The role of finance in the NPD process is a
neglected research area. The current literature available detailing the role and
development of value added products is also quite limited. It is proposed in this
study to evaluate the importance of value added products together with the role
played by accountants and/or the finance function in developing such products.

This chapter follows a common structure throughout breaking it down into four
sections in accordance with the four research questions. This facilitates the ability
to compare and contrast the different viewpoints on the subject matter allowing a
general conclusion to be drawn up on each research question. Secondary
infonnation gathered in this chapter was sourced from journals, books, newspaper
articles and internet sources.

To examine the importance and role of value added products within the food
industry?

Value added products are of major importance to the Irish food industry. However
there is and always will be a place for basic commodity products in the market
place. However adding value to standard commodity based products creates
greater opportunities for processors to achieve a higher margin. The current
literature available regarding value added products will be investigated in this
chapter.

To investigate new product development processes used within the food
industry?

Food companies usually have their own and unique way in the NPD process.
Some companies use a structured method while other companies develop new
products sometimes by chance through trial and error. Current available literature
about NPD will be investigated in this chapter.

To investigate the role of accountants and finance in new product
development within the food industry?

The role of accountants in the NPD process normally depends on the individual
organisation in question. In this chapter, current available literature will be
examined on this research question.

To investigate the problems with accountants in new product development
within the food industry?

Even though finance plays such an important role in the NPD process, it is
perceived that there are often problems associated with the role of accountants in
the NPD process. In this chapter, current available literature will be examined on
this research question.

2.2: To examine the importance and role of value added products within the
food industry?

Traditionally Ireland has focused on commodity based food products. Today food
manufacturers are broadening their product ranges and are moving into the value
added food sector which command higher prices and increased margin.

Food Harvest 2020 has set a target for Ireland to increase milk volumes by fifty
per cent by 2020. According to the McCarthy (2014) total European milk
production is forecast to increase by seven per cent, or approximately ten billion
litres, post-quota. The abolition of existing milk quotas in 2015 will remove
restrictions on milk quantities produced. Ireland’s grass-based farming system
currently involves three hundred days of outdoor grazing with approximately
eighteen thousand farmers producing five point four billion litres of milk. The
new target will see that number increase to seven point four billion litres. A
recently published report ‘Food Wise 2025’ highlights a vision for growth in the
Irish agricultural economy for the next ten years. The reports growth projections
include increasing the value of agri-food exports by eighty five per cent to
nineteen billion euro and increasing value added products in the agri-food,
fisheries and wood products sector by seventy per cent to in excess of thirteen
billion euro by 2025. These projected figures highlight the importance of value
added products to the Irish Food Industry (Department of Agriculture, Food and
the Marine, 2015, pp.9-10).

2.2.1; Definition of value added

At the most basic Chait (2014) states that ‘Value-added':
“...is simply any product or action that helps you raise the value
of your products or business or something you can add to a
product that enables you to increase your profit margin ’
10

Coltrain et al. (2000) believe the term ‘value added’ is a term frequently
mentioned nowadays when discussing the future profitability of agriculture.
Adding value:

“...is the process of changing or tran.sforming a product from its
original state to a more valuable state ’

[Poland (2009) defines value added as to:

“...economically add value to a product by changing its current
place, time and from one set of characteristics to other
characteristics that are more preferred in the marketplace ’ ’.

There are a number ‘value added’ definitions in the literature. As highlighted
above, there are both similar and contrasting definitions. For this study, the
definition from Chait (2014) will be used. It is a detailed definition that
excellently sums up what value added involves.

2.2.2: Ambitions of Food Harvest 2020

The Irish government issued a report called ‘Food Harvest 2020’. This report sets
out the targets and objectives for the Irish food industry up to the year 2020.

Joe Healy, Enterprise Ireland Food Division Manager highlights Ireland’s hugely
ambitious ‘value added’ targets for Food Harvest 2020 as part of the national
vision for the Irish food industry. The target is to generate one billion euro of new
value added exports.

Ireland’s leading food processors Dairygold Food

Ingredients, Glanbia Nutritionals, Carbery and Kerry Ingredients Ireland are
11

working with a consortium of research institutes led by University College Cork
to develop a medium to long term strategy for the dairy sector. This is based
around maximising the commercial value of the common raw material
‘milk’. Infant formula, dairy spreads, yogurts and cheese are some of the products
that will be enhanced using the research results. This research will help solve
common day problems in daily lives such as helping to maintain health and
alleviate conditions associated with serious diseases (Enterprise Ireland, 2012).

According to Deeney (2014) Ireland’s Food Harvest 2020 report has set a forty
per cent growth target in the added-value output of the food and beverage sector.
Value-added food and drink manufacturing, beyond primary processing is a broad
term. It can range from infant formula and functional ingredients through to
alcoholic beverages and prepared consumer foods. Value-added meat products
and artisan foods can also be considered part of the sector. Value-added seems to
be an important focus for the industry with these targets. Direct marketing and
value-added products are two of the best strategies farmers can employ to improve
net profitability. Value-added products can open new markets, enhance the
public's

appreciation

for the

farm,

and

extend

the

marketing

season

(Extension.umd.edu, 2014).

2.2.3: Social and behavioural trends

Social and behavioural trends have changed over the past ten years.

Zarba (2011) highlights how social and behavioural trends in the last decade have
changed towards the preference of highly processed food. Here the added value of
the product for the end consumer is ‘convenience’. Final consumers, in fact, are
demanding processed products instead of fresh products because of their busy
daily schedules. These products are often frozen and deep-frozen food products.
This consumption trend may have been affected not only by economic factors

12

(good value), but also by quality, convenience, performance, service and health
reasons. With this in mind, value added products can meet some or all of these
characteristics and in return, demand a higher price premium. Donnelly et al.
(2006) in contrast highlight the many opportunities in developing value added
products for the food and health sector. Obesity and accompanying health
disorders or also known as metabolic syndrome, include diseases such as type two
diabetes, hypertension and coronary heart disease. These diseases have reached
epidemic proportions in many developed countries. Approximately one point one
billion adults throughout the world are obese, making obesity one of the most
pressing public health problems today. According to Donnelly et al. (2006), this
provides many opportunities for product development of innovative ingredients in
value added products associated with this global phenomenon. Irish processors
should be exploring areas like this and offer the end consumer problem solving
foods. According to Cotter (2014) the variety of value added products that can
potentially be created may become key drivers of Irish produce to meet the global
demand for high quality food. World population will be one factor which is at
seven point three billion now and is expected to reach just over eight billion by
2025, this could benefit Ireland hugely. Urbanisation is associated with the growth
in the middle classes, the people with buying power, with changing lifestyles and
shifting dietary habits toward more value added protein-based foods and dairy
products. People are also living longer. As they live longer, they recognise the
link between diet and health, they want to feel better, look better, and lead an
active and healthy lifestyle. Cotter (2014) states that:

“Health and wellness are the biggest long-term drivers of change
in food markets today and those who can leverage those
effectively through nutrition and value added products are those
who will ultimately prevail in the marketplace ” (p.l 7).

Boland (2009), Professor at the Department of Agricultural Economics at Kansas
State University believes producers should stay attuned to the needs of the
marketplace, instead of concentrating only on production and ignoring the final
marketed product. They should see themselves producing consumer products
instead of farm commodity products. Boland highlights six significant growth
13

trends in consumer demand that could potentially be incorporated in value added
products: more convenience, ethnic-identity foods, aging of the population, lowcalorie foods and healthy natural fresh foods instead of frozen or canned foods.

2.2.4: Targeting suitable customers

Selecting the correct target market can be a challenge for many food businesses.

Boland (2009) believes that value-added activities targeted at particular
consumers has the potential for further growth in the future.

F igure 2.2.1: Determinants of C ustomer Added Value
Product
value
Services
value

Total
customer

Personal

value

value
Image

Customer

value

delivered
value

Monetary
price

Total
customer
Energy

cost

cost

(Authorstream, 2014)
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Boland (2009) believes such value added opportunities outlined in Figure 2.2.1
could help those involved in value-added activities/products to capture higher
economic profits. Figure 2.2.1 explains how customer added value is delivered.
Total customer value is made up from product value, service value, personnel
value and image value. Total customer cost is made up from monetary price, time
cost, energy cost and psychic cost. Combining both total customer value and total
customer cost delivers the objective of ‘customer delivered value’.

2.2.5: The post quota era

European Union (EU) milk quotas were abolished on the first of April 2015.

Enterprise Ireland (2014) sees Research and Development (R&D) driven, value
added dairy products as the key to success in post quota environment. Ireland’s
overall dairy R&D infrastructure must meet the highest international standards to
attract global food companies into Ireland which it already is doing so
successfully. Enterprise Ireland has the vision that ‘Ireland will be the premier
location to produce infant formula based on abundant safe ingredients, innovative
competitive processing and its ability to commercialise and leverage the worldclass capability of the R&D infrastructure’. If Enterprise Ireland were to
encapsulate its vision for the future, it would be that innovation, resulting in
value-added products, will be the key to deliver long-term price stability and
profitability to both Irish dairy processors and their farmer suppliers in the post2015, quota-less environment.

2.2.6: Type of product mix required for Ireland going fonvard

Irish food manufacturers must carefully select their product range appropriately in
a rapidly changing market place.
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Daly (2009) believes the key objective for the Irish food industry going forward is
to maximise its value through post-commodity market-led product innovation that
can be driven by a skilled workforce. Kelly et al. (2009) would prefer a more
balanced product mix of traditional commodity product with other value added or
niche products being introduced to compliment Ireland’s product range. Value
added products (such as infant formula) made by multinational companies in
Ireland, will be an important part of Ireland’s product mix going forward. Moving
away from ‘our expertise and built up knowledge of commodity products’ and
moving to new territory such as ‘value added products’ carries a risk for Ireland
which must be calculated accordingly going forward (Kelly et al., 2009).
According to McCarthy (2014), Director of Bord Bia’s Food and Beverage
Division, dairy currently accounts for more than thirty per cent of Ireland’s ten
billion euro worth of food and drinks exports. That figure will rise in the post
quota era. One hundred per cent of Ireland’s additional milk production will likely
be exported mostly as butter, cheese, milk powders and infant milk formula.

Kelly (2013) argues that a product mix incorporating both commodity and value
added products is equally as important to Ireland as just focusing on the value
added sector. It’s up to processors themselves to make the most out of the two.
Currently Ireland is responsible for over fifteen per cent of the world’s infant milk
formula production, with three of the world’s main infant formula manufacturers
operating here in Ireland: Danone (Macroom, Co Cork), Pfizer (Askeaton, Co
Limerick) and Abbotts (Cootehill, Co Cavan and at Rockmills, Co Wexford).
Kelly (2013) believes this does however highlight the potential of the value added
sector to Ireland, with possible further growth in the sector. Kelly (2013) did point
out that other major dairy exports from Ireland include the famous Kerrygold
brand which was developed by the Irish Dairy Board is doing particularly well in
Germany. As it stands, the major exports out of Ireland today include butter,
cheese, casein, whole milk powder, skim milk powder, whey and other specialised
ingredients. O’Keeffe (2013) argues that value added products are a crucial part of
Ireland’s product mix going forward. Added value food and drinks products
exported to the Middle East were worth two hundred and seventy five million
euro to Ireland in 2012. There is huge potential to expand to similar growing
16

market places for Irish food/drinks companies in the future. Hashemi (2014)
states the importance of value-added products is that such products help
Irish farmers become more viable, more visible and can open up new market
for their produce. However value added products have risks involved such as
seasonality and changes in consumer demand. Adding value to commodity
products such as incorporating health benefits to products may be the way
forward.

Dermody (2013) believes there will be no major shocks in the dairy sector.
Dermody expects that the additional volumes of milk will be used in cheese
production in Ireland. Currently forty five per cent of milk is used in cheese
production with this figure expected to rise when additional volumes of milk are
introduced. Pitts (2013) holds a contrasting view. Pitts asserts that additional milk
volumes should be channelled into value added products, in particular the infant
formula sector. Tracy (2013) agrees that baby infant milk formula production will
be increasingly important going forward for Ireland. The growth in demand in
regions such as China for a guaranteed quality product, is a major driving force.
These products can maximise higher returns for Ireland in the post quota era.
According to Fosterling (2008) companies that produce ‘differentiated products
with high-productive labour-intensive production processes’ yield larger value
added profits than other companies that only produce ‘commodity products’.

2.2.7: Importance of Brands

Brands have the power to attract consumers. A strong, well-recognised brand is
the objective of all companies.

Hyde (2014) believes creating strong ‘brands’ that are recognised worldwide is
key to the successful exporting of value added products produced in Ireland. In
2012, only forty per cent of Irish food exports could be classified as value-added
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or branded products compared to the United Kingdom, where over sixty per cent
of food exports are value-added branded products. Irish food producers need to
develop strong, recognisable brands that command long-term brand-loyalty and
higher margins. In order to maximise exports, Ireland needs to produce
innovative, well-branded, value-added products and develop strong distribution
chains and brand-loyalty abroad.

2.2.8: Risks associated with commodity based food products

Traditionally Irish food manufacturers focused on commodity based food
products. However commodity based food products are exposed to volatility.

Kelly et al. (2009) states there are many risks to be considered in the production
of only mainstream commodity products. These include the potential threats from
large European producers of cheese. Ireland’s current dairy commodity product
output is dangerously exposed to world market price fluctuations. A greater focus
on the components of milk with their added value potential should be investigated
further. Value added products are becoming much more important in the United
States (US). This is an area holding huge potential for Irish dairy producers and
should be taken advantage of through strong R&D.

2.2.9: F'uture of cheese production

Ireland has a strong reputation for producing high quality cheese. Cheese is
available in a number of varieties throughout the world.

Beresford et al. (2008) spearheaded research into future production of cheese
products. This research undertaken by Teagasc in Moorepark concluded that
increased cheese manufacturing will require an expansion of the assortment of
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cheese products in the marketplace. These more diverse value added products are
required to meet the ever changing demands of consumers. Teagasc in Moorepark
have developed core expertise to support the manufacture of a diverse array of
cheese based products.

2.2.10: Importance of product differentiators

A standard product is no longer good enough. To succeed a product must stand
out from its competitors.

Corcoran (2014) believes great taste has become a primary differentiator in the
success of products and especially nutritional products. This will be essential for
successful value added products. Benefiting the end consumer through value
added products with a great tasting product should be the approach taken by all
Irish food manufacturers going forward. According to Corcoran, intensive R&D
should be top priority for Irish food manufacturers to avail of the many
opportunities that value added products present in the post quota era.

2.2.11: (ilobal Demand

Global demand dictates what products to produce. Product demand for food
products is always changing globally which means food manufacturers must
follow this trend or potentially get left behind.

Coltrain et al. (2000) believe market forces have led to greater opportunities for
adding value to raw commodities because of increased consumer demands
regarding health, nutrition, and convenience as well as technological advances
that enable producers and processors to produce what consumer’s desire.
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Food purchases generally are considered to have an inelastic demand, which is
illustrated in Figure 2.2.2. Inelastic demand curves indicate that changes in prices
do not have a large percentage effect on the quantity demanded. This theory
implies that specialty food products designed for distinct consumer target markets
can be priced higher, and the quantity demanded still will be nearly the same. Two
specific examples of this are ‘Certified Irish Angus Beef, which sells for a
premium, and ‘organic foods’.

Figure 2.2.2: Inelastic Demand

(Spark Notes, 2014)

2.2.12: Enhancing Food Quality

Food Science has come a long way over the past fifty years. Food can now stay
fresher for longer and taste better.

According to Tucker (2004) optimisation of thermal treatments has been proven
to enhance the quality of food products. Such processes are of major importance
to value added products. Irish food producers have used this to their advantage by
converting processing operations from severe treatments such as sterilisation to
milder ones that can be categorised under the pasteurisation umbrella. This has
increased food product quality and added value to existing food products. Adding
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value can mean higher prices can be charged for the end product which results in
higher profits.

2.3: To investigate new product development processes used within the food
industr> ?

NPD is a necessity for all companies because of the demands set by consumers. In
this section NPD processes will be investigated.

2.3.1: Derinition of NPD

There are a number of definitions for ‘NPD’.

Ulrich and Eppinger (2003) define the product development process as:

"...a sequence of steps or activities which an enterprise employs
to conceive, design, and commercialise a product” (p.30).

Rouse (2015) believes product development is the:

“... process of designing, creating and marketing new products
or services to benefit customers ’

Belliveau et al. (2002) defines NPD as:

“A disciplined and defined set of tasks and steps that describe the
normal means by which a company repetitively converts embryonic
ideas into saleable products or services ” (p.455).
21

19-'

For this study, the definition from Belliveau et al. (2002) will be used. It is a
detailed definition that excellently sums up what NPD is all about.

2.3.2: Why do products fail?

Products that hit the shelves of retailers don’t always succeed. There are many
factors why products potentially fail.

Rabino (2001) state that it is often recognised that ultimately new products fail
due to their lack of appeal. This may often be because of functionality, quality,
cost, timing, or other factors. Many companies face many difficult decisions and
challenges in the NPD process. Choosing the most suitable projects is one of the
major decisions in which several factors must be considered. In terms of financial
performance for a project or a particular process, it is important to capture a
products financial goodness. In doing so, many measures must be considered. Net
Present Value (NPV) and Internal Rate of Return (IRR) are some of the potential
measures that can influence a company’s decision making process. Failure to look
at the wider picture and by taking unnecessary risks can often lead to product
failure (Moore, 1998). In a case study carried out on Kellogg’s, the findings
concluded that due to a rapidly changing and competitive business environment, it
is not easy to predict future trends in consumer tastes and preferences, competitors
actions and market conditions. Creating new products or making changes to
existing brands can be very expensive according to Kellogg’s. It involves making
investment decisions now, in the hope of making a return later. As a consequence,
products are at risk of failure (Businesscasestudies.co.uk, 2014).

2.3.3: The requirement for product development

Product development is a necessity for survival. Consumers get tired of the same
old product and want change.
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The key determinant of NPD success is the degree of fit between the new product
and consumer needs (Grunert et ai, 1997). Product development involves either
improving an existing product, improving its presentation, or developing a new
product to target a particular market segment or segments. Consistent product
development is a necessity for companies striving to keep up with changes and
trends in the marketplace. This helps to ensure a company’s development and
growth through future profitability and success. A competitive product
development strategy should be a company commitment. In other words everyone
working in the company should be involved to some extent as it’s important to
create products that fulfill particular consumer needs or characteristics. These
characteristics might include consumers' desire for products that are high-quality
or low-cost, products that provide the consumer with speed or flexibility or
products that offer some other form of differentiation that posits them a desirable
purchase (Rouse, 2015).

Dermody (2012) believes product development ‘lies at the heart of food industry
growth’ here in Ireland. The key to Ireland’s future success in the food industry
will be to develop a strategy to maximise the value of milk which is one of the
most valuable fresh goods produced in Ireland. This can only be achieved by
successful NPD processes. Cooper (2001) states that the speed of the NPD
process is important for most efficient businesses. Companies that develop
products quickly gain many advantages over their competitors such as premium
price, valuable market information, leadership reputation with consumer, lower
development costs and accelerated learning.

Costa and Jongen (2006) in their journal quoted (Buisson, 1995; Lord, 2000;
Meulenberg and Viaene, 1998; Trail and Grunert, 1997; van Trijp and Steenkamp,
1998) and stated that NPD is often recommended as a suitable strategy to build a
competitive advantage and long term success in today’s global food markets.
Product innovation is said ‘to help maintain growth, spread the market risk,
enhance the company’s stock market value and increase competiveness’.
According to Wheelwright and Clark (1992), companies succeeding in the global
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and dynamic competition are those that are able to bring new products fast to the
market place and products that satisfy the expectations of the customer.
Companies approaching NPD in a structured manner are more successful than
those with an ad-hoc approach. Emphasising early stages of NPD have a higher
chance of success than those not doing so.

2.3.4: The importance of innovation through R&l)

R&D is a fundamental element in the NPD process of any product. Consumer’s
tastes change and product ranges require constant updating.

Baby infant formula, dairy spreads, yoghurts and cheese are just some of the
products that should and could be enhanced further through R&D. Using research
findings from in depth R&D could potentially highlight areas for further
improvement. Such areas that could potentially be exploited are the health food
sector to help maintain health and alleviate conditions associated with serious
diseases. Innovation is the driving force for companies that want to be part of this
growth, and it is critically important that the food and beverage industry lead the
way in applying science and technology to develop new market-led products
(Dermody, 2012). Bogue and O'Farrell (2012) highlight that the Food Flarvest
2020 Report advocates a smart approach and a sustainable approach to developing
the Irish food industry to meet 2020 targets. Irish food firms in the Food Harvest
2020 Report are asked to:

“...prioritise investment in consumer-focused innovation and new
product development” (p.34).

This should help Irish food companies to become more market and consumer
responsive, to prioritise R&D activity further and to double the investment on
R&D as a percentage of turnover in line with international competitors. Food

24

firms are being encouraged to foster creativity, innovation and entrepreneurship,
and increase value-added output in the food sector by three billion euro, with a
target for food exports of twelve billion euro by 2020. However, to do this Irish
food firms and entrepreneurs need sufficient market knowledge and appropriate
products to achieve such an ambitious target. The key to achieving these targets is
through NPD. Different reports indicate that development failure rates are high in
the food sector. In order for the food industry to reach its targets, the success rate
of new products will need to be increased dramatically (Bogue and OTarrell,
2012). Khan et al. (2013) in their journal state that functional foods are the future
for many food manufacturers. Functional foods being one of the major food
categories of the global health and wellness market, are becoming a major focus
of NPD in the food industry today. Functional food product development (FFPD)
is a complex process according to Khan et al. (2013) with success factors that are
somewhat different from those of traditional new food product development
processes. Therefore this highlights the importance of innovation through R&D.

2.3.5: Where is investment needed in the Irish food industry ?

Investment in the Irish food industry is an on-going process.

Irish Co-operative Organisation Society (ICOS) (2014) highlights that if Ireland’s
dairy industry is to continue its development through growth, it will need
significant investment in technology and skills. The availability of appropriately
qualified and resourced staff is key to innovation, and NPD. The strategic
involvement of agencies like Enterprise Ireland with milk processors is important
for moving Irish dairy products up the value chain in pursuing health initiatives.
The State needs to continue such programmes, and should continue its support of
programmes to develop the skill levels of industry personnel. For example,
Teagasc have patented their own unique cheese technology for cheese product
development. Teagasc being a major research hub for the Irish food industry, are
constantly aiming to improve techniques and processes which will benefit the end
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product. For example, Teagasc’s Technology Transfer Office provides details of
their specific patented cheese technology and expertise in cheese. It is called
‘Novel Cheese Technology Platform’ (NCTP). Teagasc has developed this
dedicated process for direct manufacture of ingredient cheese tailored to customer
requirements. Developments like this will surely play a significant role for many
Irish cheese manufacturers cheese making process (Teagasc, 2012).

2.3.6: Importance of customer feedback in the NPI) process

Consumer’s tastes and requirements change with time.

According to Cooper (1999) customer feedback is a vital activity throughout the
development stage of the NPD process. Customer feedback helps to ensure that
the product design is right and also speeds the development which helps to
achieve the defined target set out. Witell et al. (2014) investigated how customer
information obtained at different phases of a NPD process influences profits from
new products. Findings from this highlight that obtaining customer information
during the NPD process influences the profits that can be achieved from new
products. Their findings show that the effect on profits varies depending on the
phase of the NPD process. Their findings also show that the financial rewards
from obtaining customer information for goods are highest in the early phases of
the NPD process and decline in the later phases of the NPD process. Therefore the
importance of interaction with customers in the early stages of the NPD process is
important. Such interaction can have a positive effect in the success rate of a new
product thus increasing profits for the company involved. However Cooper (1999)
highlights that the original customer research carried out prior to the development
of new products may not be enough to resolve all the design problems during
development as mistakes often lead to a better finished product.
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2.3.7: How NPl) is managed?

NPD is a complex process. It requires appropriate management to ensure it is
implemented correctly.

Floren and Frishammar (2012) highlight that today, NPD is managed
systematically in most large companies. Most companies use stage-gate processes
that have been implemented to ensure that resources are allocated correctly to all
stages of the development process. Such processes should ideally provide the
company with competitive new products with limited failure rates. However for
some companies involved in NPD, many of their NPD projects and programs fail
to meet their objectives, and the root causes of these failures can often be traced at
the front end. Floren and Frishammar (2012) describe the front end, as the stages
during which ideas are created and further developed into product concepts and
definitions. This early stage usually ends with a ‘go’ or ‘no go’ decision about
whether to continue with the idea or not. The quality of the front-end work, which
feeds into the formal NPD process, is therefore critical to NPD performance no
matter what industry the company is involved in (Floren and Frishammar, 2012).
According to Nixon et al. (2011) most companies have well-defined phases,
relating to the ‘definition, design, development and delivery of their new products
and services’. Figure 2.3.1 is a typical example of product development of a food
product. The need for ongoing ‘New Product Development and Design’
(NPD&D) is becoming more acute in every sector including services. Most
organisations attempt to link the marketing, engineering and financial dimensions
of the NPD&D activity. Side (2008) believe there are many functions inherent to
conducting successful product development. These functions should range from
contributing to the target concept, prototype development and refinement, pilot
scale and reformulation and ultimately to aiding produetion and servicing the
product after launeh. Cross-funetional teams are widely used in companies during
the NPD process. Cross-functional teams help in identifying and solving problems
efficiently by coordination of resources and ideas. Customer input and feedbaek is
also a critical activity throughout the development stages. It ensures that the
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product is right and also speeds up the development process toward a correctly
defined target. As the product proceeds from one step of the development stage to
the next, the new product team should reassess the market, position, product, and
technology in order to increase chances of delivering a successful product
(Cooper, 1993; Urban and Hauser, 1993).

Figure 2.3.1: Product Development
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2.3.8: The formulation of a NFD process

It is common that NPD processes are unique in most food companies. They are
often developed in-house. Developing a NPD process that works effectively can
be a difficult process for many companies.
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Unger and Eppinger (2011) in their journal state that product development
processes (PDFs):

“...are the different procedures and methods that companies can
use to design new products and bring them to market successfully’’
’

(p.689).

‘Competition, technological advancement, market changes, and product life
cycles’ all force companies to develop new products frequently which means a
strong product development process is important for a products success to give it
the best possible start (Unger and Eppinger, 2011).

According to Urban & Hauser (1993) the key stages in the formulation of the
consumer-led NPD concept should follow a closely market-oriented approach.
This should include firstly identifying the need. The next step should be to address
the need through idea development which then leads on to product development.
When the product is developed there should be an appropriate market introduction
to communicate the fulfilment of the need. This is illustrated in Figure 2.3.2.

Figure 2.3.2: The Consumer-led new product development concept
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Cooper (1999) carried out a review of key learnings on critical success factors in
NPD. Eight critical factors defined in the review include: (1) Solid up-front
homework. (2) Dedication to the voice of the customer throughout the project, (3)
Product advantage from a consumer point of view, (4) Sharp, stable and early
product definition, (5) High quality launch strategies, (6) A well-executed stagegate process, (7) Accountable cross-functional teams with strong leaders and (8)
An international orientation. Side (2008) believes there should be a sequence of
steps to be taken in the formulation of a successful NPD process. Firstly it is
important that everyone participates fully in the concept development process.
The target concept must be analysed and translated into prototypes for screening.
The successful prototypes should be refined for commercial considerations taking
into account ingredients, food safety, manufacturing, labelling, distribution,
packaging, and cost etc. Screening again internally is important to eliminate more
product concepts if necessary. Further refine and run pilot test quantities for
consumer tests, storage stability, and manufacturing information. It is now at the
stage to co-ordinate the production of the product. Finally it is vital to continue to
service the product line with quality improvements, cost reductions, and line
extensions.

However what is nearly absent from the current literature available is the
discussion on financial management in the formulation of a NPD process.
According to Nixon et al. (2011) most companies have well-defined phases,
relating to the definition, design, development and delivery of new products and
services. The need for ongoing NPD&D is becoming more acute in every sector.
Most organisations attempt to link the marketing, engineering and financial
dimensions of the NPD&D activity. Figure 2.3.3 provides a good example of how
proper financial management in the NPD&D process should be performed.
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Figure 2.3.3: Concurrent Financial Management of NPD&D

2.3.9: Different NPD Processes currently in use

A number of detailed NPD models have been developed over the years.

Many researchers have tried to develop a model that captures the relevant stages
of the NPD process such as (Ulrich & Eppinger, 2011; Wind, 1982; Cooper, 2001;
Crawford, 1987; Scheuing, 1974).

Unger and Eppinger (2011) discussed in their journal two different product
development processes: the staged process and spiral process. These are just two
potential processes that can be used by companies in NPD as many more are
available.

Staged Processes were popular for decades because of their controlled design
structures. These processes methodically follow a series of steps, are characterised
by few iterations and rigid reviews, and tend to freeze design specifications early
on. Staged processes perform especially well when product cycles have stable
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product definitions, have high quality standards, and use well-understood
technologies, as is often the case for product updates. (Cooper, 2001; Otto and
Wood, 2001; Unger and Eppinger, 2009). The stage-gate model of NPD identifies
a series of development stages but complements these models by explicitly
identifying a series of evaluation gates through which a new product project has to
pass from idea to commereial launch. The stage-gate model creates discipline in
the NPD process by requiring periodic systemic review of projects at multiple
milestones in the development cycle (Cooper, 2008).

The stage model presented by Cooper (1993) is designed to meet these
requirements. According to Cooper (1993), the model consists of seven stages
including Idea, Preliminary Assessment, Concept, Development, Testing, Trial
and Launch.

The Spiral Process includes a series of planned iterations that incorporate
feedback and span several phases of development. It is a relatively recent Product
Development Process (PDP) that has been adopted by many software companies
especially. Spiral process proponents assert that it reduces burdensome and
expensive rework in software, thus lowering development time and eost. The
spiral PDP repeats regular steps, including concept development, system level
design, detailed design, integration and testing. The process is flexible, the actual
number and span of loops can vary. The spiral process requires managers to
evaluate risk early in the project, which is useful because major costs have yet to
be incurred (Boehm, 1988; Yoram and Paz, 2008).

Figure 2.3.4, Figure 2.3.5 and Figure 2.3.6 are examples of typical NPD processes
found in the eurrent available literature.
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Figure 2.3.4: The Consumer-led new product development process

(Urban and Hauser, 1993)

Figure 2.3.4 is a typical example used by many companies. It is a consumer
focused process. It starts by identifying an opportunity or gap in the market place.
An idea is developed. Next step is product design where the consumer
requirements and needs are considered. A prototype product is developed and is
tested. Test marketing is conducted before the introduction of the product to the
market place. The life cycle of the product is analysed regularly throughout its life
cycle. This helps ensure the product has every chance of succeeding as further
development and improvements to the product over the course of its life cycle
may be required.
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Figure 2.3.5: New Product Development Process
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Figure 2.3.5 contains seven stages. This process in contrast to the other NPD
processes outlines what team members are involved at each stage. It starts
similarily to the others as the ideas are generated and then these ideas are screened
to select the idea which is most suitable and matches the needs of the consumer.
The concept is then developed and analysis of the concept is then conducted. The
finance function is mentioned in this step unlike the other NPD processes. The
pryotype is then developed and tested. The product is then examined through
technical implementation to evaluate if its possible to produce the product in mass
production. If it passes this stage, the product is priced accordingly. Again
accountants play a role in this stage. The product is then ready for launch.
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Figure 2.3.6: Product Development Process

1. idea Generation
The basic idea is created and described.

2. idea Screening
The costs, profits, and potential sales of the offering are calculated at different price levels.
The company also considers how well the offering fits in with its competitive strategy.

3. Feature Specification
Detailed specifications for the product are developed.
Its features and pricing are established.

4. Development
The aaual offering is designed.

1
5. Testing
The offering is tested, first in the lab and then with real customers.

6. Launch (Commercialization)
The offering is made available to customers.

1
7. Evaluation
The offering is evaluated as to whether it is delivering the appropriate value to consumers,
as well as meeting the firm's business goals.

(Tanner Jr and Raymond, 2014)

Figure 2.3.6 again has seven stages. First the idea is generated and all the ideas are
screened. Once a suitable idea is agreed, feature specification is considered
highlighting any specifications that are needed. The idea is then ready for
development and the product when developed is tested both in-house and
externally. If there’s a positive response, the product is ready for launch and is
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available to purchase. Finally the product is evaluated as to whether it meets the
needs of the consumer. This has a similar approach to Figure 2.3.4 apart from the
absence of the life cycle management stage.

One of the most widespread and well-accepted conceptual descriptions of the
NPD process is that of Clark and Fujimoto (1991) in Figure 2.3.7.

Figure 2.3.7: Clark and Fujimoto NPI) Process
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In Figure 2.3.7 Clark and Fujimoto identify five successive but overlapping stages
of the process. Concept Generation is where designers and product planners
define the character of a future product to become from a customer's perspective.
Product Planning is where the concept is translated into specifics for detailed
design, including major specifications, technical choices and cost targets. Product
Engineering is where product plans are transformed into blueprints or ‘Computer
Aided Design’ (CAD) drawings, then into prototypes and ultimately into real parts
and components. Process Engineering is where the manufacturing tools that will
realise the product are developed, and material flows, plant lay out, work
organisation and tasks are defined. Production Process is where final products
are made and assembled for the end customer. The NPD process then ends with
feedback into the product and process engineering steps from ramp-up production
and pre-series (Clark and Fujimoto, 1991).

Hughes and Chafin (1996) propose a final complementary dimension they call the
‘Value Proposition Process’ (VPP). It consists of keeping managers focused on
four critical issues/questions: 1) Capturing market value (answering the question
‘does the customer care?’), 2) Developing business value (answering ‘do we
care?’), 3) Delivering a winning solution (answering ‘can we beat the
competition?’) and 4) Applying project and process planning (answering ‘can we
do it?’).

Keeping these questions on the top of the development agenda calls for
continuous performance monitoring from customer satisfaction, financial and
strategic management, and a process management perspective. Figure 2.3.7 above
illustrates the product development process integrating and building on the steps
of Clark and Fujimoto, the product development funnel, the stage-gate model, and
the value proposition process (Hughes and Chafin, 1996).

Booz, Allen and Hamilton (1982) developed a NPD model shown in Figure 2.3.8.
Details of the model are explained in Table 2.3.1.
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Figure 2.3.8: Stages of New Product Development

(Booz, Allen and Hamilton, 1982)

Table 2.3.1: Booz, Allen and Hamilton NPD Model

New Product

Links the NPD process to the company objectives and provides

Strategy

focus for idea/concept generation and guidelines for establishing
screening criteria.

Idea Generation

Screening

Searches for product ideas that meet company objectives.

Comprises of an initial analysis to determine which ideas are
pertinent and merit more detailed study.

Business Analysis

Further evaluates the ideas on the basis of quantitative factors, such
as profits, Return-on-investment (ROl), and sales volume.

Development

Testing

Turns an idea on paper into a product that is producible.

Conducts commercial experiments necessary to verify earlier
business judgments.

Commercialisation:

Launches products.
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Booz, Allen and Hamilton (1982) found that companies that have successfully
launched new products are more likely to have some kind of formal NPD process
and that they generally pass through all of the above stages outlined in Table
2.3.1.

The Innovation Funnel is another widely used NPD model.

Figure 2.3.9: The Innovation Funnel Model
The Innovation Funnel

(Colwell, 2011)

The Innovation Funnel Model has a sequence of steps as follows:

Opportunity assessment: Here the organisation analyses through market data,
customer knowledge or other information sources what kind of opportunity exists
for a new product line or line extension. Insights-based ideation: Based on what
kind of opportunity is a proper fit for the company’s strategy, the next step is to
come up with different kinds of products or offerings that could capitalise on this
opportunity. This draws heavily on insights about the market and the target
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customer and could take the form of brainstorming, co-creating with customers,
and conducting market research such as surveys, focus groups, online
communities and crowdsourcing. Conceptualisation: At this stage, the team
designs actual concepts for the top ideas that came out of the idea stage. This
might include packaging mockups, an advertising copy or different configurations
of product features. Evaluation and benchmarking: It is then time to go back to
the target customers and test the different concepts. This can include choice
modeling or even actual user testing. Based on feedback from the tests, it may
make sense to iterate on the concepts and then re-test. Go/No Go: After testing is
completed and feedback is gathered on potential products, analysis reveals the
concepts with the best chance for success. Executives must make a go/no-go
decision on whether or not the new product should be launched, taking into
account not only the evaluation and benchmarking results but also factors such as
manufacturing costs, margins, and other items that are unrelated to customer
preference. Launch: Assuming at least one concept is given the go-ahead, the
product is launched into the market place (Barber, 2011).

The critical success factors, metrics, tools and techniques proposed for successful
NPD are all summarised in the framework proposed in Table 2.3.2 (Bhuiyan,
2011).
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Table 2.3.2: Critical success factors & metrics for stages of NPD Process

Stage

Critical
Success
Factor

Metrics

Tools and
Technique

New Product
Strategy

Clear Strategy

Return on Investment
(ROI)

Financial
Analysis

Well
Communicated
Strategy

Degree of Communication

Balancedscorecard as a
Communication
Tool

Customer
Focused Idea
Generation

Number of Customer
Focused Ideas Generated

Lead User
Methodology

Idea
Generation

Ethnographic
Approach
Screening
and Business
Case

Up-Front
Homework

Expected Commercial
Value (ECV)

Financial Method
of evaluation

Net Present Value (NPV)
Internal Rate of Return
(IRR)
Productivity Index (PI)
Development

Speed

Development time
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Team
Cohesiveness

Customer
feedback

Degree of functional
integration

Dynamic Time to
Market

Degree of team
commitment

Degree of
Parallelism

Concurrency of activities
Degree of design effort on
real customer priorities
Testing

Product
Functionality

Product Performance

Validation
Testing

Customer
Acceptance

Customer-Perceived
Value

User and Field
Testing

(Bhuiyan, 2011)

The inclusion of formal capital investment techniques in Table 2.3.2 highlights
the importance of financial planning in the screening stage of the NPD process.
However previous NPD processes don’t incorporate this in their processes. This
begs the question are capital investment techniques not important in all processes?

2.3.10: Requirements for an ideal NPD process model

It is important to have a NPD model in place whereby each NPD team member
knows exactly what role they have in the NPD process.

According to Cooper (1993) the model must be sufficiently specific and detailed
to act as an action plan for all concerned to follow clearly. It must be strongly
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market oriented, building in market research and marketing planning throughout
the process.

The model

must be multidisciplinary and

foster internal

communication amongst key groups. The model must recognise the high failure
rates and risks of new products, building in timely ‘bail out’ periods throughout
the process.

2.4: To investigate the role of accountants and finance in new product
development within the food industry ?

Accountants operate in many levels and in contrasting roles in many different
companies. The role of accountants and finance in the NPD process will be
investigated in this section.

2.4.1: Role of accountants in NPI)

There is no specific agreed role for accountants in the NPD process.

Rabino (2001) highlights how NPD literature explains many mechanisms and
processes that contribute to the successful launch of new products. The
organisation model for NPD that appears to be attracting particular attention in
recent years is the ‘project team’. Within the project team the contributions of
accountancy have not been evaluated in a very detailed way leading to the
research question of ‘what role do accountants play if any?"

The role of the accountant is to maintain records of all expenses, keep financial
checks and balances within the organisation. An accountant’s role in the NPD
process should influence whether a product should be developed or not. However
all the great innovation ideas and projects can vanish in the wake of an
accountant’s

recommendation.

Companies
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who

are

successful

in

NPD

underestimate the power of the accountant as accountants control the money taps,
they can turn it on or off. Therefore the role of the accountant should be the
deciding factor on whether product ideas go ahead or not according to KottoHi
(2007). Hughes et al. (2006) suggest that accountants are in fact taking an
‘ancillary role’ mainly assisting with provision of accounting/costing information
and performing feasibility analysis in the NPD process. Therefore an opportunity
exists for accountants to become more actively involved in the entire NPD
process. The use of the ‘Balanced Scorecard’ (BSC), ‘Total Quality Management’
(TQM) and other risk evaluation techniques could support all members of the
NPD team. Nixon et al. (2011) in their journal suggest the management
accountant has a dual responsibility to the financial and managing directors for
strategy and target setting in the NPD process. The relative autonomy and
authority of the ‘Strategy and Target Setting’ (S&T’s) means management
accounting has an important influence in the iterative top-down-bottom-up
process. This process balances the pedigree, performance and profit criteria.
However NPD&D projects should be a team effort that involves intensive and
extensive communication among disparate functions, module leaders and
representatives of all NPD&D participants (Nixon et al., 2011).

Accountants operate at many levels and in several different roles within all types
of organisations. However it is not clear what input accountants have in the
different levels. This is also the case in the NPD process with limited literature
currently available. For example some accountants may operate in an advisory
role to management such as in the food industry during the process of NPD.
Hughes and Pierce (2006) carried out a review of the management accounting
literature. Their findings highlighted the need for accountants to be involved as
business partners in decision making. Hughes and Pierces main findings show
how increasingly competitive the market place is in which businesses are exposed
to. As a result companies are continually under pressure to innovate and to bring
new products to the market place to be a step ahead of their competitors. NPD
therefore represents a key area for companies to be one step ahead of their
competitors in their quest to innovate new or to improve their existing products.
Hughes and Pierce’s investigation was to investigate the extent and nature of
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management accountant's contribution to the NPD process. They identified an
eight-stage NPD process and found that the accountant is currently occupying an
ancillary role. This involves assisting the NPD team with mainly costing
information and feasibility analysis.

However, many organisations use accountants differently as no organisation is run
the same. Professional accountants however have a vital role to play in
commercial success, by using their increasingly valuable knowledge in a way
which gives their organisation or clients ‘a competitive advantage’ (Association of
Chartered Certified Accountants (ACCA), 2014). Hertenstein et al. (1998)
suggests management accountants can assist in the product development process
in a number of ways. Responsibilities of management accountants in NPD can
include determining the financial feasibility of the product during the conceptual
phase by developing cost estimates based on the designer/s ideas. Another role
accountants can offer is helping the NPD team anticipate and develop financial
information such as cost estimates and projections for the required investment that
are needed to obtain approval to go ahead with the concept or not. However the
role of the accountant is also important in ensuring great ideas are spotted,
encouraged, financed and delivered efficiently to market. Finding the path to
profit when an innovation project moves towards implementation is a core
capability of management accountants. Building cash flow models, advising on
financing approaches and allocating resources are just some ways management
accountants can bring to the process of commercialising ideas (Hagel, 2013).
Hughes and Pierce (2006) highlighted some potential areas of contribution
accountants can make to an organisation. Accountants may introduce a system
that achieves effective control while encouraging an innovative environment
through the implementation of the BSC. The accountant may introduce TQM into
the NPD process and tailor risk and uncertainty management to the needs of the
NPD team by making a better contribution to the measurement of functionality
and product attributes. Bobrow (1981) references Fritz A. Schumacher, President
of Innotech Corporation highlighting the ‘fit factors’ that make a product
successful. A company's manufacturing and marketing capabilities and financial
resources are the key elements of commercially successful products. Successful
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new product ideas require correct marketing and strong financial backing to
become champion products in any industry. This highlights the importance of the
role of accountants in NPD.

2.4.2: The Finance Function

Finance functions are frequently culpable in the push to launch new product into
the market place.

Often products get launched too early into the market place in the hope of fast
returns for near-tenn revenue before the product and the necessary product
support are really ready to be launched. There is also the age-old problem of
cutting advertising and promotion to make earning goals. This is rarely a
successful recipe for a new product launch. As a consequence, finance plays a key
role in decision making processes. It is imperative that the finance function should
inform decisions, provide insight and deliver objective and fact-based advice.
Experience shows that the most compelling characteristic of effective finance
participation in NPD is the ability to ‘look beyond the numbers’ (Muldowney and
Sievers, 2007). The finance function is rarely expected to be the originator of a
breakthrough product or technology. Finance can help by protecting early stage
ideas from premature testing against traditional finance metrics or by creating ring
fenced budgets with more relaxed criteria for early stage innovations. Finance can
also be a partner in innovation teams of many businesses by constructively
challenging innovative ideas, by building a more robust business plan to gain
further backing or to ensure plans are carried out with maximum efficiency
(Hagel, 2013). Successful innovation is as much about portfolio management,
resource allocation and business analysis as it is about breakthrough ideas.
Finance may be in the best position to provide the tools, discipline and insight
needed to succeed by providing ‘innovation insurance’ for innovative companies.
The finance team bear as much responsibility for the success or failure of
innovation as any other senior executive. Successful innovation is rarely cheap
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and as a result is often hit-or-miss (Muldowney and Sievers, 2007). The financial
model for a new product is different from that of a development engineer or team
member. The finance model is characterised by funds flow, direction, exposure,
and timing. The basic model for financial analysis is that there is an initial
investment in development that will return future money at an increasing rate in
subsequent time periods. The mechanics of financial analysis for a new product
are straightforward. They involve investment, revenue, and profit within a
specified time frame. The most difficult task is to determine the company’s
expectations and minimum acceptable performance for a program. This is where
the finance function and role of the accountant comes into play according to
Annacchino (2007).

The finance team is playing an increasingly important role in ensuring that the
right amount of capital is allocated to R&D in the NPD process (Nixon, 2012).
The role of finance is an important aspect in the role of the product manager in the
product development process. Ideally the product manager should be ‘a jack of all
trades’. Typical roles in NPD may include managing the development process to
ensure timely introduction, managing financial success, managing marketability
and ensuring customer satisfaction. To approve a food product or other product,
the deciding factor should be the predicted profitability and success of the new
product following launch. Therefore financial projections play a key role and are
one of the most important deciding factors in evaluating whether a potential new
product should get the go ahead or not. The concept of product success must be
documented to the extent that any market data gathered should highlight any
customer need for that particular product. Profitability must be justified before
any product gets the go ahead which highlights the importance of financial
projections in the NPD process (Stein, 1972).

2.4.3: The use of cross-functional NPD teams

A successful NPD model requires team members from a variety of functions.
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Hughes and Pierce (2006) carried out a review of the management accounting
literature. Their study highlighted a significant opportunity for the accountant to
become a key contributor to the NPD process by adopting a market-based
approach and becoming a member of a cross-functional team involved in NPD
decision making.

Bruce and Bessant (2002) states that:

“Accountants, new product designers and developers can
collaborate to improve competiveness from the evidence that the
best opportunity to influence a product’s life cycle costs is in the
early concept definition and design stages ’ ’ (p.180).

The ‘cross-functionaf product design team provides the ideal opportunity for the
management accountant to participate in and to ensure control of product costs in
the NPD process. This can ensure that the appropriate balance is maintained
between cost and other important product characteristics such as quality, function,
appearance, and manufacturability in the NPD process. Management accountants
are increasingly finding themselves on cross-functional teams. This helps bring
the financial perspective to corporate decisions that require them to appreciate the
inter-relationships of the financial function with marketing, engineering,
production, and other functions (Hertenstein and Platt, 1998). Research findings
of the literature on product development from Vermeulen and Dankbaar (2002)
points to the importance of having a strong organisational structure in place.
Having a strong structure in place is an important factor in innovation processes.
Communication between all the different departments involved in the product
development process is of major importance. The matrix structure is widely used
in companies to combine the advantages and strengths of all the functional
departments involved. This structure allows lateral communication and co
ordination on a project basis which is important in NPD. This argument highlights
the importance of the accountant’s voice being heard throughout the different
stages of the NPD process. Herbig et al. (1998) described the use of‘autonomous,
self-organising multi-disciplinary NPD teams for NPD as extremely beneficial’.
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Such

teams

can

include

the

marketing,

R&D,

financial,

legal

and

engineering/technical personnel. Decision making is based on freely available up
to date information where ambiguity is allowed as part of the multi-dimensional
process.

2.4.4: Who is responsible for Product Development?

In reality, all NPD members should have a contribution to make in the NPD
process.

Side (2008) asked the question who is responsible for product development? If
you ask the product development department, they will obviously say product
development is their responsibility. Marketing would probably beg to differ by
pointing out that product development technicians (in the professional sense) are
essential to fill the market gaps which their consumer analysis uncovers. The
general management personal may even take time to point out that their overview
of the business environment is critical to anticipate when lines need invigoration
or overhaul. Financial analysts also see themselves in a contributory role relative
to the needs of a product line. In truth everyone should have a voice and
contribute the insights which they bring to the questions of what, when, and why
regarding product development.

Side (2008) believes marketing normally has control and involves others at its
discretion. Firms themselves are central to innovation. However their actions can
be affected by the finance available to them individually and by corporate
governance. 7'herefore an individual country's finance and corporate governance
system regarding innovation can play a role in a company’s decision making
ability. ‘Finance and Corporate Governance Systems’ (FCGS’s) vary among
countries in their ability to meet these demands and are factors in product
development (Tylecote, 2007). Access to external financing is often associated
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with greater firm innovation. Financing from banks is associated with high levels
of innovation relative to financing from all other sources like internal funds,
leasing arrangements, investment funds, trade credit, credit cards, equity, family
and friends, and other informal sources. There is a link through which access to
finance contributes to overall growth in areas such as NPD (Ayyagar et ai, 2011).

2.4.5: The use of Capital Investment Measures

Capital investment measures are widely used as an aid in the decision making
process.

Measures such as NPV and IRR are some of the potential measures that can be
used to influence a company’s decision making process.

NPV analysis presents the various predicted cash flows of the project as a single
number called the NPV. All projected expenditure and income, all projected sales
quantities, cost of units sold etc. are wrapped up and distilled into one number.
NPV is used in capital budgeting to analyse the profitability of an investment or
project.

The following is the formula for calculating NPV:

NPV

tfi(1+r)’

where:
Ct = net cash inflow during the period
Co= initial investment
r = discount rate, and
t = number of time periods

(Kurt, 2003)
50

The IRR for an investment is the pereentage rate earned on eaeh euro invested for
each period it is invested. Ultimately, IRR gives an investor the means to compare
alternative investments based on their yield. Mathematically, the IRR can be
found by setting the NPV equation equal to zero (0) and solving for the IRR.

0 = i:
^-0

CI-,
(1 ■+ IRR)'

(Schmidt, 2013)

Are capital investment measures such as NPV and IRR used as a decision making
aid in NPD processes today?

This will be investigated in Chapter Four of this study.

2.5: To investigate the problems with accountants in

new product

development within the food industry?

Even though accountants are regularly involved in the decision making process in
many companies, they often experience problems. In this section the problems
accountants experience will be investigated.

2.5.1: Contrasting Definitions of Accounting

Looking at the current literature available, one of the major problems is the
contrasting differences of opinion of the role of accounting and the functions
associated with accountants.

There is no agreed definition of Strategic Management Accounting (SMA) in the
current literature.
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Ijiri (1967) defines accounting as:

“...a system for communicating the economic events of an entity
(p.3). ■

At its very simplest, Roslender and Hart, (2003) state that:

“SMA is about making management accounting more strategic”
(p.255).

Simmonds (1981) defined SMA as:

‘'...the provision and analysis of management accounting data
about a business and its competitors, for use in developing and
monitoring business strategy’” (p.26).

Lord (1996) defines SMA as a ‘process’. Lord (1996) summarised the
characteristics of SMA as: (1) A collection of competitor information which
includes pricing, costs, volume and market share, (2) Exploitation of cost
reduction opportunities which involves a focus on continuous improvement and
on non-financial performance measures and (3) Matching of accounting emphasis
with strong focus on strategic position. In contrast Dixon and Smith (1993)
present four stages to their SMA process which includes (1) Strategic business
unit identification, (2) Strategic cost analysis, (3) Strategic market analysis and (4)
Strategy evaluation.

The many contrasting accounting definitions highlight the many roles accountants
are associated with which can often lead to problems

2.5.2: Lack of appreciation for accountants in NPl)

Accountants often carry out their daily duties without any acknowledgment of
their work.
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Kottolli (2007) believes accountants are playing a more important role in the NPD
process that they are credited for. In the world of innovation, accountants and
their contribution are one of the least appreciated. A success/failure of an
innovation project is credited to the project manager or product manager or the
development manager, but rarely the name of finance controller/accountant is
even mentioned. However the reason for this is seems to be simple. Engineers,
product managers and development managers are too far disconnected from the
world of finance and accounting departments. These individuals really have no
clue about the actual numbers. The problem is more acute in large companies due
to organisational complexity where functions and roles are so widely distributed
that the development/product manager has no clue as to where the accountant
works. There is a natural tendency among engineers to focus on the product rather
than monitor the expense accounts highlighting the lack of appreciation for
accountants. Hughes and Pierce (2006) in an article titled ‘The Accountant’s
Contribution to New Product Development’, concluded that a more detailed
relationship exists between the accountant and the NPD process. More
specifically, the authors elaborated that the accountant contributes in various ways
to the different stages of NPD more than they are credited for.

Nixon and Innes (1997) believe that product design is an activity which is
increasingly becoming more important to the competitiveness and survival of
organisations over product development costs. As a consequence, the NPD
process often has a largely adversarial relationship with accountants themselves.
NPD managers seem to engage more with cost engineers to defend their proposals
over accountants who want to save money. Rabino (2001) states that within the
project team, the contributions of accountancy have not been evaluated in a very
detailed way. The main argument for development teams is that the synergy
among functional areas contribute to the efficacy of the development processes.
However this is not in practice in every organisation.
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2.5.3: Differences of opinion on the role of accountants in NPD

Accountants themselves can’t fully agree on their role in the NPD process. The
majority of NPD processes are different. As a consequence, this results in the role
of the accountants in the NPD process being different in the majority of
companies.

Johne (1985) notes that the NPD team has been replaced as a line department that
involves a cross-functional team approach. This questions where the role of the
accountant fits into the NPD process. Rabino (2001) states that his review of the
literature has not revealed a role for accountants in the development team other
than in an ancillary position. Kaplan (1984) claims that in the past the
development of management accounting was to isolate the role from the other
disciplines. This highlights how accountants were viewed in the past and how
they were losing their importance in the organisational structure. However today
this description no longer seems appropriate and highlights the evolving role of
accountants but doesn’t tell exactly what the role actually is.

2.5.4: Problems with the role of accountants in NPD

Accountants face challenges on a daily basis in the NPD process.

Johnson and Kaplan (1991) believe managerial accountants are considered by
some to be:

“...too late, too aggregated, and too distorted to be relevant for
decision making to be involved in planning and controlling” (p.l).

All an accountant can do is present the predicted figures. This highlights the role
of accountants in the NPD process. Weighing up future returns against an
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investment is a crucial part of a manager's job as it’s the manager themselves who
makes the final decision and not the accountant (Businesscasestudies.co.uk,
2014). It is clear that accountants are often ignored in decision making decisions.
Burchell et al. (1980) identified four roles that accountants are often used for in
the different types of decisions:

(1) An answering machine,

(2) An

answer/leaming machine, (3) An ammunition machine and (4) A rationalisation
machine. This highlights the problem that accountants are there to listen and not
to give orders. Nixon and Innes (1997) believes accountants are often ignored
when it comes to financial decisions in the NPD process. A regular occurrence is
that NPD managers have started to ask for the assistance of cost engineers to help
them in defending their proposals against accountant’s views.

Jorgensen et al. (2010) regretfully suggests that the financial inputs into NPD are
restricted by limits of calculability inherent in the NPD design decision. Financial
information and input is not irrelevant for many companies. However, financials
may be used as a constant reminder for the team of the financial consequences of
their strategic product design decisions that come up short. In attempting to
manage the risk associated with NPD, there is often a bias toward the familiar and
historically successful

initiatives such as ‘close-in’

innovation.

Close-in

innovation offers innovators real challenges in order to succeed because of the
constraints that are in place. These can include line extensions, bonus packaging
and more displays. Finance often reduces this tendency by squeezing R&D
budgets in lean years which as a result often creates tension with other members
of the R&D team (Muldowney and Sievers, 2007).

2.5.5: Conflict befneen accountants and other departments

Accountants sometimes face conflict with other NPD team members.

Bobrow and Shafer (1987) find that the finance department (accountant) may have
conflict with the more creative and innovative members of the design team, such
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as product designers and the marketing department. They feel that the
accountant's:

''...'strict rationales for spending', 'hard and fast budgets' and
'pricing to cover costs' may be in conflict with the marketing
departments preference for 'intuitive arguments for spending',
'flexible budgets to meet changing needs' and 'pricing to further
market development ’ ’ (p.S).

Nixon and Innes (1998) state that this conflict may arise as a result of tensions
between product managers who argue taste and instinct, and accountants who
argue numbers. Bobrow and Shafer (1987) believes conflict between accountants
and other team members is often the downfall for accountants. They observed a
clear conflict between the finance function and the innovation of new products.
Accountants often have strict rationales for spending, pricing (to cover costs) and
preparation of hard budgets. This is often in conflict with the preferences of
product designers and the ambitious plans of marketing managers.

Hagel (2013) agrees that there is often a ‘potentially problematic relationship’
between accountants and other NPD team members. There is quite often a ‘clash
of cultures’ between those responsible who create NPD ideas and those in charge
of the financial structures and rigour within a business. Given increased global
competition for many products and reduced product life cycles, one might expect
accountants to play an expert role in the development of niche or value added
products according to Hagel.

Management accountants involved in the product design stage of the NPD process
often experience conflict between other team members for other departments.
Often the accountants cost targets are controversial for those involved in product
design. Such targets often restrict design plans. This as a direct consequence often
dictates and restricts new products potential in the eyes of design members. When
team members perceive that cost targets are used to dictate the direction of
product design, it often leads to tension within the design team. This often creates
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a negative working environment for all departments involved in the NPD process
and is one of the biggest problems accountants face on a daily basis according to
Hertenstein and Platt (1998).

Many accountants view operations differently to all other departments in any
given organisation. Accountants and especially engineers often conflict due to
their contrasts in their respective vocations. Engineers are immersed in the work
of absorption of uncertainly and problem solving. Engineers are quite comfortable
with uncertainly and are capable of finding solutions to overcome it. Accounting
and financial personal on the other hand are used to analyse the risk of the
uncertainly. Accountants track expenses, revenue, costs, quality costs and
progress in financial tenns. Co-operation is needed between both parties as their
professional role and viewpoints in the business often causes conflict due to their
contrasting viewpoints. Conflict of opinion is one of the downfalls accountants
face between different departments on a daily basis which is clearly evident
during the NPD process (Annacchino, 2007). The task for companies involved in
NPD is how to structure the management accountant’s role to help to eliminate
tension and conflict between team members (Hertenstein and Platt, 1998).

2.5.6: Changes that are required in the role of accountants

It is clear that accountants need clarity on their specific role and duties in the NPD
process.

Di Benedetto (1999) asserted that, under most situations, accountants are
markedly omitted from NPD discussions despite their acknowledgment as to the
shift towards the cross-functional teams in developing new products. Rabino
(2001) conducted a case study and its findings suggests that the role of accounting
in NPD could contribute to a more focused and effective product development
effort if utilised better. The accountant isn’t contributing enough to maximise the
product development process. Accountants should be contributing and setting
parameters in the NPD process by setting parameters like price which impact on
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quality and functionality. Accountants aren’t contributing enough in the NPD
process and could be doing more. However team members have a role to play in
this lack of involvement according to Rabino’s findings. Bowerman and
Hutchinson (1998) state that most people agree that accountants play a major part
in the decision making process for many companies. However the problem seems
to be that accountants show a certain lack of involvement in the decision making
process. Even though quantifiable information is important for decision making,
accountants are not engaged in it because of the absence of the appropriate
techniques.

Bowerman and Hutchinson (1998) believes:

“Accountants are not perceived as having a positive contribution to
decision-making, unless the contribution is to legitimise decisions
arrived at through a political process” (p.315).

Management accounting needs to undergo a number of changes including
becoming more ‘creative, proaetive, and developing more flexible approaches to
costing and financial analysis to participate effectively in the product design
proeess’. There is also a need for further emphasis on ‘what if analysis requiring
management accountants to become more flexible than their traditional ‘exact
data leading to the exact answer’ view. Accountants need to develop their
interpersonal skills to be an effeetive part of the team during the creative process
of NPD aceording to Hertenstein and Platt (1998). The role of members in the
finance team is as central as the role of any other senior executive when launching
a new produet. However this role is often restricted to one of providing
‘innovation insurance’. Mueh time and resources are devoted to assessing a
portfolio of investments and their potential to drive growth and shareholder value.
Sometimes as a result, creativity is lost due to over focusing on profitability
(Muldowney and Sievers, 2007).

Product development teams need management aceountants with initiative who can
bring as much creativity to the financial aspects of NPD as industrial designers
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bring to the appearance and functionality aspects. The biggest problem with
accountants involved in the NPD process is their lack of participation and
involvement. Accountants seem to lack the confidence of knowing when to use
their initiative to contribute to the team. A lot of time, the management accountant
waits for a request and then responds to it as opposed to watching and listening to
how the project is going and jumping in when they can contribute (Hertenstein
and Platt, 1998).

To make the NPD team more productive, it is vitally important to integrate the
accounting function into the process. Financial data either known or predicted
should be recorded. It should be the practice of all team members irrespective of
their function to start thinking about how financially viable the new product is or
isn’t. Team members should log hours and post costs to the project. Charting
progress and keeping track of lost opportunity costs creates a sense of urgency
and is an incentive to increase individual performance. A thorough knowledge of
accounting is also important when business plans are drawn up. Accounting is one
of the best accepted methods of evaluation for any process. Accounting is not
used enough and is often wasted by many individuals and companies who lack the
understanding of its importance in a process (Annacchino, 2003).

2.6: Conclusion

In Chapter Two there is a presentation of the literature that is currently available.
There are many contrasting viewpoints. The following represent the key elements
found in Chapter Two.

To examine the importance and role of value added products within the food
industry?

What is evident from the current available literature is that many believe value
added products will play a role in the future of the Irish food industry. In the past
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Ireland focused on the commodity sector. Commodity based products will
continue to have a role in the Irish food industry. Throughout Chapter Two the
common view is that Ireland needs a more balanced product mix of traditional
commodity products with other value added or niche products being introduced to
compliment Ireland’s product range. Food Harvest 2020 has set out ambitious
targets for Ireland including a forty per cent growth target in the added-value
output of the food and beverage sector. Some believe this is very ambitious. There
are contrasting viewpoints in the literature review on commodity and value added
based products. However the general conclusion from the literature review is that
value added products will become increasingly more important to the Irish food
industry going forw'ard. This will be investigated further in this study.

To investigate new product development processes used within the food
industry?

There is a significant amount of detailed literature available on NPD. The general
conclusion is that NPD was managed systemically in most businesses. Most
companies have a sequence of steps that they follow in NPD. Often these include
stages such as Idea Generation, Idea Screening, Specification, Development,
Testing and Launch or similar. There are a number of detailed models of NPD
described in Chapter Two. A common opinion in the current available literature
was that companies that have successfully launched new products were more
likely to have some kind of formal NPD process that had a sequence of steps.
Primary research will be carried out to examine if the current literature available
represents an accurate picture of NPD.

To investigate the role of accountants and finance in new product
development within the food industry?

In Chapter Two, many felt that accountants were mainly taking an ancillary role
in the NPD process. However it was also evident that opportunities exist for
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accountants to be taking a more ‘hands on role’ in the NPD process. It is agreed
that accountants have a vital role to play in commercial success, by using their
increasingly valuable knowledge in a way which gives their organisation or
clients ‘a competitive advantage’. However it was clear from the current available
literature that accountants operate at many levels and in several different roles
within all types of organisations but their input in the different levels is unclear.
Everyone should have a voice and contribute their insights regarding product
development but this is not clear from the current available literature. There is
evidence in Chapter Two that the role of accountants in the NPD process is often
restricted. Therefore this presents a huge gap in the literature and presents an
opportunity to gain valuable primary information on this particular area.

To investigate the problems with accountants in new product development
within the food industry?

Looking at the current available literature, one of the major problems is the
eontrasting differences of opinion of the role of accounting and the functions
associated with accountants. Many in Chapter Two highlighted that sometimes
there can be a elash of cultures between accountants and other members of the
NPD team. Some believe accountants show a certain laek of involvement in
decision making processes. However accountants are playing a more important
role in the NPD process that they are credited for and this can lead to problematic
relationships with the NPD team. What is clear from much of the NPD literature
is that there is little acknowledgement of the accountants role as a member of the
NPD cross-functional team. This questions where the role of the accountant fits
into the NPD process if at all. Therefore, such problems need to be investigated to
gain valuable primary information on such a relevant area.

Primary research will be conducted to examine if the current literature available
represents an accurate picture.
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Chapter 3: Methodology

3.1: Introduction

This chapter commences with a definition of research. It describes how the
researcher arrived at the research objective, by finding a gap in the existing
literature in this area. The researcher was interested in completing a dissertation
on the Irish food industry and focused the research on value added products. It
then goes on to list the research questions that need to be answered to achieve at
this objective. This chapter then debates whether qualitative or quantitative
research methods should be used. It describes how the data for this study is
collected, and the processes used to analyse this data. It then presents the data
which will be used in the rest of this study.

3.2: Research Definition

Research can be described as work or activities undertaken by people in a
systematic way with the aim of finding things out and increasing their knowledge
(Barrachina et al., 2004; Kumar, 2005; Saunders et al., 2011). Systematic implies
that ‘the procedures used ‘to undertake an investigation following a certain
logical sequence’ (Kumar, 2005, p.8). Finding things out suggests that the
researcher has a clear purpose or topic that s/he wishes to find out about (Burns,
1994; Kumar, 2005; Saunders et al., 2011). The purpose of any research is for the
researcher to find answers to questions that have not yet been discovered (Kothari
and Gaurav, 2014). Therefore, the first, and most important, step of the research
process is the formulation of the research objective and research questions
(Saunders et al, 2003; Kumar, 2005).
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3.3: Research Objective

As research is determined by what the researcher wants to find out, the first and
most important step of the research process is the formulation of the research
objective (Saunders et al., 2003; Kumar, 2005).

“Research objectives are set to gather the specific hits of
knowledge that need to be gathered, in order to close the
information gaps ” (Burns and Bush, 2008, p.9).

The researcher of this study had just completed a Bachelor of Science (Honours)
in Agriculture from Cork Institute of Technology (CIT) in 2014 and was accepted
for a Masters in Research. The researcher had an interest in the Irish food industry
and wanted to conduct research on the topic. The removal of the milk quotas in
the European Union (EIJ) in 2015 presented a huge opportunity for food
industries in both Europe and Ireland. This presented an ideal opportunity to
investigate new product development in an Irish context. As a first step in
determining a research objective, the researcher commenced an in-depth review of
the existing literature in this area.

3.3.1: Literature Review

According to Hakim (1987), the literature review is:

“.. .commonly part of the ground-clearing and preparatory work
undertaken in the initial stages of empirical research^' (Hakim,
1987, p.l7).

It can be viewed as a means to an end and assist researchers in formulating more
questions about a topic (Yin, 2003). The literature review in this instance involved
searching academic journals, books, on-line databases, the internet, technical
63

magazine articles and conference papers. The keywords used in the search were
‘Value Added Products’. From reviewing the literature available, the researcher
recognised a lack of research into developing value added products especially in
an Irish context. As a result of this review, the researcher recognised a gap in the
literature which has not yet been adequately covered.

3.3.2: Cap in the literature

Much of the literature concerning new product development (>1PD) has primarily
a marketing or engineering focus. The role of finance in the NPD process is a
neglected research area. Literature regarding the role in the development of value
added products is quite limited. Little research attention has been given to the role
of finance in developing value added products. The researcher decided to use this
research as an attempt to narrow this gap and to investigate this research area in an
Irish context.

3.3.3: keseareh Questions

The objective of this study is:

'An Investigation of the Role of Finance in the Development of Value Added
Products ’.

This research aims to achieve this objective by answering the following research
questions:
1. To examine the importance and role of value added products within
the food industry?

Value added products have become an important element of the Irish food
industry. What Ireland is experiencing in 2016 so far is major price
volatility particularly in the dairy sector. Commodity based products will
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always have a role to play in the Irish food industry. However there are
more potential problems associated with commodity based products such
as price fluctuations, market volatility and poor consumer demand. Value
added products on the other hand are less volatile. Value added products
are often niche products which demand a higher selling price and are less
prone to volatility. As a consequence, it makes sense to develop the value
added based product range here in Ireland as much as possible to help
deliver a sustainable agri-food economy. Sales of value added products
are less likely to be impacted by fluctuations in commodity prices while
processing Ireland’s raw material supply domestically fundamentally
supports wealth and employment creation in the rural economy. This
research question will be investigating the role and importance of value
added products.

2. To investigate new product development processes used within the
food industry?

NPD is a fundamental part of the Irish food industry. Research and
Development (R&D) and introducing new products is a vital ingredient
for success. Every individual company has their own and unique way in
the product development process. Some companies use a structured
method while other companies take a more natural approach and develop
new products sometimes by chance through trial and error. It is clear
however that NPD is a necessity for most companies due to the demands
set by consumers. NPD is seen as a necessity because of the competitive
strike that exists between competitors who try to be one step ahead of
each other where possible. There are many NPD processes identified in
the current literature. This research question however will be investigating
the NPD processes used in the Irish food industry today.

65

3. To investigate the role of accountants and finance in new product
development within the food industry?

NPD cannot be achieved without an adequate budget or access to finance.
However there seems to be a lack of research carried out on the
importance of finance in the NPD process. The importance of access to
appropriate finance and in contrast the lack of finance will be investigated
in this study. The role the accountant plays in the NPD process or lack of
involvement will also be investigated. Depending on the enterprise and
scale of operations, accountants have different roles to play in the NPD
process. The role of accountants is evolving with time. Therefore in this
research question the role and importance of accountants and finance in
the NPD process will be investigated to get a better insight of what’s
happening in the Irish food industry at present.

4. To investigate the problems with accountants in new product
development within the food industry?

Accountants are sometimes seen as a stumbling block and are
undervalued. Accountants often experience problems in the NPD process
such as a lack of involvement in the process. Accountants are sometimes
perceived to be ‘too figure minded’ which as a result limits their creativity.
Many companies don’t believe the accountant has a role to play in the
NPD process. In contrast some companies believe the role of the
accountant in the NPD process is a fundamental part and is of major
importance. Clearly the role of the accountant in the NPD process depends
on the scale of operations of the company involved. In this research
question the problems some accountants face in the NPD process will be
investigated.

66

3.4: Qualitative and Quantitative Research Methods

The division between qualitative and quantitative research methods is one of the
most common distinctions in research methods (Myers, 1997; Adam and Healy,
2000). According to Kumar (2005) the only difference between these two research
methods is the philosophy ‘that underpins their mode of inquiry as well as, to
some extent, in methods, models and procedures used’ (p.l7). The difference
characteristics of qualitative and quantitative research methods are summarised by
Anderson (2005).

“Qualitative research is collecting, analysing and interpreting data
by observing what people do and say. Whereas, quantitative
research refers to counts and measures of things, qualitative
research refers to the meaning, concepts, definitions,
characteristics, metaphors, symbols and description of things”
(Anderson, 2005, p.l).

The main difference between the two is that the qualitative research method aims
to explain how all the components of a process work together, whereas the
quantitative research method takes apart the components of a process to
understand them (Merriam, 1998). Therefore the main difference between these
research methods is that different data collection methods are used. The different
procedures used for data processing and analysis and the style used to
communicate the findings are very different (Kumar, 2005).

3.4.1: Qualitative Research

Qualitative research methods, as defined by Van Maanen (1983) are an array of
interpretative techniques, which seek to describe, decode, translate and otherwise
come to terms with the meaning, not frequency, of certain more or less naturally
occurring phenomena in the social world. It is the study of how things work
(Stake, 2010). Qualitative research allows the researcher to get at the inner
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experience of participants, to determine how meanings are formed through and in
culture and to discover rather than test variables (Corbin and Strauss, 2008, p. 16).

According to Morse (1991):

“Characteristics of a qualitative research problem are: a) the
concept is ‘immature ’ due to a conspicuous lack of theory and
previous research; b) a notion that the available theory may be
inaccurate, inappropriate, incorrect, or biased; c) a need
exists to explore and describe the phenomena and to develop
theory; or d) the nature of the phenomenon may not be suited
to quantitative measures ” (Morse, 1991, p. 120).

In qualitative research the researcher collects data in the form of words gathered
by observations, interviews, documents, audio, visual materials and the
researcher’s impressions and reactions (Miles and Huberman, 1994; Meyer, 1997;
Creswell, 2003). The data collected is then used to pose, refine and answer the
research question (Adams and Healy, 2000). Qualitative research, while being a
more effective method of acquiring information (Anderson, 2006), is also less
costly, but requires a lot more time and the findings cannot be generalised to the
whole population as only a few participants are used (Rhodes, 2013). Hakim
(1987) states that qualitative research offers:

“"...richly descriptive reports of individuals' perceptions,
attitudes, beliefs, views and feelings, the meaning and
interpretations given to events and things, as well as their
behaviour"' (Hakim, 1987, p.26).

Qualitative research methodology will be used to explore the research objective of
this piece of research, as it is an exploratory study. Exploratory research is a
valuable means of finding out:

“...what is happening; to seek new insights; to ask questions
and to assess phenomena in a new light” (Robson, 2002, p.59).
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As this is an exploratory study, the researcher wishes to explore a research topic
not previously examined in Ireland.

3.4.2: Quantitative Research

Carswell (2003) defines quantitative research as an approach that:

“...employs strategies of inquiry such as experiments and
surveys, and collects data on predetermined instruments that
yield statistical data ” (p.l 8).

Quantitative research involves the use of structured questions where response
options have been predetermined. Often a large population is used where a large
number of respondents are involved (Glenn, 2010). In general, quantitative
research will generate dependable population based (Anderson, 2006) and
generalisable data (Anderson, 2006; Rhodes, 2013).

According to Creswell (2003) in a quantitative project the problem:

"...is best addressed by understanding what factors or variables
influence an outcome ’ ’ (p.75/

Initially quantitative research methods were developed in the natural sciences to
study natural phenomena (Meyers, 1997). This method emphasises that reality
consists of a world of objectivity-defined facts (Henwood, 1994). Quantitative
researchers abstract from this world and seldom study it directly (Denzin and
Lincoln, 1998).

The different types of quantitative data used by researchers include mathematical
models, statistical tables and graphs (Denzin and Lincoln, 1998). Examples of
quantitative research methods include survey methods, laboratory experiments.
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formal methods, such as econometrics and mathematical methods such as
modelling (Meyers, 1997).

3.4.3: Qualitative versus Quantitative

The research method is the logic that links data to be collected (and the
conclusions to be drawn) to the initial question of a study (Benbasat, 1987; Yin,
1989; Cuba and Lincoln, 1994, Collis and Hussey, 2009). Therefore researchers
have to allow the particular paradigm chosen for any study to be driven from the
research questions being investigated (Cuba and Lincoln, 1994).

If the purpose of a study is to primarily describe a situation, phenomenon,
problem or event that are not examined or measured in terms of quantity, amount,
intensity or frequency then qualitative research applies (Denzin and Lincoln,
1998; Kumar, 2005). However if the researcher wants to quantify the variation in
a situation, phenomenon, problem or issue and the information is mainly gathered
through quantitative variables and the analysis of casual relationships between
variables is sought then quantitative research is suitable (Denzin and Lincoln,
1998; Kumar, 2005).

Figure 3.4: Quantitative Research v Qualitative Research

•
•
•
•

Structured data
Statistical analysis
Objective conclusions
Surveys. Experiments

•
•
•
•

Unstructured data
Summary
Subjective conclusions
Interviews, focus
groups, observations
Qualitative
Research

Quantitative
Research

(Mymarketresearchmethods.com, 2011)
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Sometimes quantitative data can appear very dry in comparison with the very rich
data provided by qualitative studies (Adam and Healy, 2000). if the researcher
solely uses quantitative methods some important information that researchers
need to uncover can remain hidden (Tellis, 1997). When textual data are
quantified the researchers objective of understanding a phenomenon from the
point of view of the participants and its particular social and institutional context
is largely lost (Myers, 1997). Quantitative researchers are seldom able to capture
the subject’s perspective because they have to rely on more remote, inferential
empirical materials (Denzin and Lincoln, 1998). Quantitative techniques pay too
little attention to the issues of designing organisations as sustainable entities
(Otley, 2001). Hopper et al. (2001) argued that quantitative research is too
narrow, obsessively mathematical, and of little benefit to managerial problems
that involve complex multiple factors and uncertainty.

In contrast, qualitative research may be subject to considerable bias, and may be
unreliable and impressionistic (Zikmund, 1997; Denzin and Lincoln, 1998).
Despite the fact that qualitative research permits the interpretation of results and
allows a creative and in-depth analysis over the course of the study, this can result
in the ideal of objective collection of purely descriptive ‘facts’ becoming blurred
(Adam and Healy, 2000). Research processes that include a qualitative approach
can be very undefined and less objective than traditional analytical, survey and
laboratory research (Kirk and Miller, 1998). It is a necessity in qualitative
research that the researcher ensures that they remain objective (Merriam, 1998).

The skill of the researcher as an interviewer or observer in gathering data is
crucial towards determining the value of the qualitative research methods,
whereas the quantitative research methods place a great reliance upon instruments,
such as experiments or questionnaires, employed to gather the data and analyse or
measure it (Zikmund, 1997). The researcher should select methods appropriate to
the research question being posed. The choice between qualitative and
quantitative mode of inquiry should depend upon the aim of your research and the
use of the findings (Kumar, 2005).
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For this study, the researcher believes qualitative research should be used.
Qualitative research will provide insight, discovery and interpretation which is
suitable to answering the research questions posed. The information needed to
answer the research questions for this research was considered to be in the form of
expert knowledge, knowledge specific opinions, feelings and beliefs, and
therefore, it was decided not to use quantitative research method. The use of semistructured interviews will be used to answer the research questions.

3.5: Research Strategy

According to Saunders et al. (2003) the research strategy ‘will be a general plan
of how you will go about answering the research question(s) you have sef (p.90).

Saunders et al. (2009) define research strategy as:

“...the general plan of how the researcher will go about answering
the research question ” (p.600).

Wedawata et al. (2011) cites the work of Yin (2003) when they recommend a
research strategy has three conditions that selection must be based on:

“...the type of research question, the extent of control an
investigator has over actual behavioural events, and the degree of
focus on contemporary or historical events” (p.2).

Merriam (1998) and Kumar (2005) are in agreement that the type of strategy
selection chosen will depend on how the researcher will find the answers to
his/her research question(s) and what type of end product is desired.
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3.6: hiterviovs

As the information needed to answer the research questions for this research study
was considered to be in the form of expert knowledge, knowledge specific
opinions, feelings and beliefs, it was decided that the use of semi-structured
interviews will be used to answer the research questions.

Within qualitative research, the interview is one of the most effective methods
(McCraken, 1988). Interviews are a way of providing a researcher with the chance
to explore events and experiences that would be problematic and restrictive in
more structured environment (Fultz and Herzog, 1996). An interview has been
defined as a ‘conversation with a purpose’ (Webb and Webb quoted in Burgess
1982, p.l07). This is explained further by Patton 1980:

“We interview people to find out from them those things we cannot
directly observe.... We cannot observe feelings, thoughts and
intentions. We cannot observe behaviours that took place at some
previous point in time. We cannot observe situations that preclude
the presence of an observer. We cannot observe how people have
organised the world and the meanings they attach to what goes on in
the world- we have to ask people questions about those things. The
purpose of interviewing, then, is to allow us to enter into other
person’s perspective ” (p. 196).

In order for interviews to be a success, the researcher must be able to relate to the
interviewees during the interview, particular those that require detailed probing of
views (Chirban, 1996). The researcher must insure that the interviewee is
comfortable to discuss the questions openly and gain the trust and confidence of
the interviewee (Neale et ai, 2005).

Kvale (1996) consider interviews as an:

“ ...interchange of views bet\\>een two or more people on a topic of
mutual interest, sees the centrality of human interaction for
knowledge production” (p.l4).
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The researcher prepared an ‘Interview Protocol’ (Appendix A), that would be
followed to put the interviewee at ease.

An overall picture of the organisation’s activities can be formed from interviews
carried out by the researcher. Interviews can either be structured, semi-structured
or unstructured (Saunders et ai, 2003).

Structured interviews have a predetermined and standardised list of questions
(Merriam, 1998; Saunders et ai, 2003; Kumar, 2005). The researcher asks all of
the interviewees the same questions (Kajoenboon, 2005). The researcher will have
control over the ‘topics and the format of the interview ’ using this type of
structure (Kajoenboon, 2005, p.5). The main disadvantage of structured
interviews is that they stick too closely to the interview guide and don’t tend to
probe for relevant information (Kajoenboon, 2005).

In semi-structured interviews, the interviewer has a list of themes and questions to
be covered but neither the exact wording or order of questions is determined
ahead of time (Merriam, 1998; Saunders et ai, 2003). This gives the interviewer
the freedom to ask additional questions that he or she did not anticipate and an
opportunity to probe for views and opinions of the interviewee (Kajoenboon,
2005; DiCicco-Bloom and Crabtree, 2006).

Unstructured interviews are non-directed, flexible and are more casual then
structured and semi-structured interviews (Kajornboon, 2005). The interviewee
can give their opinions, knowledge and can share their experience, as there is no
restriction on the questions being asked (Kajornboon, 2005). Unstructured
interviews are appropriate when the interviewer does not know a lot about the
research topic and an in-depth interview is needed to obtain a clear idea about the
area being explored (Saunders et ai, 2003; Kumar, 2005). Questions can be on
the spur of the moment with the interviewer, they are not predetermined (Kumar,
2005). The advantage of interviews is that they are more appropriate for studying
complex situations, are useful for collecting in-depth information, questions can
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be explained, information can be supplemented and interviews have a wider
application (Kumar, 2005).

According to Kumar (2005) the disadvantages are:

'Interviewing is time consuming and expensive, the quality of data
depends on the quality of interaction, the quality of data depends
upon the quality of the interviewer, the quality of data may vary
when many interviewers are used and the interviewer may
introduce his/her bias ” (p. 132).

However despite these limitations, interviews allow the researcher to collect a rich
and detailed set of data (Saunders et ai, 2003). Multiple interviews and multiple
interviewees allows for greater generalisation of results (Yin 1989).

In this study the researcher used semi-structured interviews. These type of
interview questions allowed the participant time to elaborate on their responses,
and let the researcher probe and ask additional questions leading from the
respondents original answers.

An ‘Interview Guide’ (Appendix B) was constructed and used by the researcher of
this piece of research during the interview process. The interviewees were sent a
copy of the proposed interview questions before the interview. While the
interviewer tried to get answers for all the questions in the guide, the interviewer
was not afraid to deviate from the list or change the order of the questions.

For this research, seven food industry experts were interviewed with different
industry backgrounds (see Table 3.6). Throughout the interviews, open-ended
questions were used, allowing the interviewees to expand beyond the ‘facts of the
matter’ (Yin, 2003). This allowed areas of interest to be explored in greater detail
than would normally be possible (Adams and Healy, 2000). As the interview
process can be subject to poor recall, bias and poor or inaccurate articulation (Yin,
2003), a voice recorder was used by the researcher. Recording an interview will
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help the interviewer remember all parts of the interview and will add more value
to the interview as less time is wasted writing down notes. Without the use of a
recording device, the interviewer will have a difficult time responding
appropriately to the answers and take the conversational and probing elements out
of the interview (Bryman and Bell, 2003). Lofland (1971) agrees with recording
an interview:

“One’s full attention must be focused on the interview. One must be
thinking about probing for further explication or clarification of
what he/she is now saying; formulating probes; linking up current
talk with what has already been said; thinking ahead to putting in a
new question that has now arisen... all of this is hard enough
simply by itself. Add to the problem of writing it down- even if one
takes shorthand in an expert fashion- and one can see that the
process of note-taking in the interview decreases one’s interviewing
capacity. Therefore, if conceivably possible, tape record” {p.%9).

All seven interviewees for this research were recorded and later fully transcribed,
allowing the researcher to include direct quotations in the findings.

Table 3.6: Individuals interviewed

Respondent

Name

Company

Position/Title

A

Noel Corcoran

Carbery Group

Director of Sales and
Marketing

B

Noel Galvin

Carbery Group

Assistant Production
Manager

C

Michael Crowley

Carbery Group

Financial Controller

D

Conor Dempsey

Bia GanBreise

Quality Manager

E

Cathal Quill

Danone

Shift Manager

F

Daniel Hickey

Skeaghanore West

Manager

Cork Duck
G

Alan Kingston

Glenilen Farm

Director

Produced by the Researcher for this Study
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3.6.1: Background to the companies involved

Carber>' Group is a global leader in food ingredients, flavours and cheese.
Carbery Group is divided into three strategic platforms of Nutrition, Dairy and
Taste. Carbery Groups Nutrition business is a strategic global supplier of
advanced whey proteins which include the market-leading Optipep® whey
hydrolysate range, Isolac® whey protein isolates and Carbelac® whey protein
concentrates. Carbery Groups dairy division processes the milk from their co-op
based farmer shareholders to produce an award-winning range of natural cheeses.
Carbery Groups Taste division. Synergy Flavours is a leading supplier of flavours,
natural extracts and essences (Carbery, 2016).

Bia GanBreisc is a Gluten Free Bakery based in West Cork. Bia GanBreise
manufacture Biscuits, Cereals, Flour Mixes, Cookie Dough, Granolas and
Savoury Mixes. Bia GanBreise produce their own branded item which is called
‘Gookies’ which is a Gold Star Awarded Gluten Free Cookie Dough. Bia
GanBreise also contract manufacture for large national and international
distributors and supermarket chains (Freefromfoods.ie, 2016).

Danone is a major global business that focuses exclusively on products that bring
health benefits to their consumers. Danone in Ireland is represented by four
businesses: (1) Danone Ireland Ltd is the fresh dairy business behind Ireland’s
favourite yogurt brands which include Actimel, Activia, Vitalinea, Danacol and
Oykos. (1) Danone Waters UK and Ireland has the world’s most popular natural
mineral water brand which is Evian. Its portfolio of bottled waters also include
Volvic, Volvic Touch of Fruit and Badoit. (3) Danone Baby manufactures market
leading infant formula including Cow and Gate and Aptamil. (4) Nutricia Medical
offers a unique product range that is designed to give health care professionals the
scope to select nutritional solutions that are accurately targeted to support specific
treatment regimes and to enhance patient recovery (DMG, 2009).
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Skeaghanore West Cork Duck is a duck enterprise based in West Cork. The
ducks produced for sale are farm reared and are fed a one hundred per cent natural
cereal-based diet. Products produced include whole duck, duck breast, duck leg,
duck

liver,

glazed/BBQ

duck

wings,

smoked

duck

and

goose

(Skeaghanoreduck.ie, 2016).

Glenilen Farm is a family based food enterprise based in West Cork. The
business began in 1997. Glenilen Farm began using their own milk to make
homemade cheesecakes for the local country market. From that humble
beginning, Glenilen Farm began. Today the Glenilen Farm product range includes
yogurts, creme cheese, cheesecakes, lemon cordial, clotted cream, creme fraiche
and butter (Glenilen Farm, 2014).

3.7: Conclusion

The research objective and the resultant research questions were clarified in this
chapter. This clarification was then used to identify the research methodology to
be used. Due to the exploratory and descriptive nature of this research, qualitative
research was utilised. This chapter justifies its use for the purposes of this research
study. To validate the data collected, the researcher examined data through semistructured interviews. This data will provide answers to the research questions in
Chapter Four.
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Chapter 4: Discussion and Findings

4.1: Introduction

Chapter Four introduces the importance of the agri-food sector in Ireland and the
effects of the post quota era. It highlights the role of commodity based products
and the importance and role of the value added sector to Ireland. This chapter
gives a detailed description of how new product development (NPD) takes place
in the Irish food industry both from a large scale and small scale perspective. The
role of accountants in NPD and the problems encountered by accountants in the
NPD process are also highlighted in this chapter. For the purposes of this
research, the primary research conducted by the researcher involved semistructured interviews with industry experts. Findings from this research has
highlighted both similar and contrasting viewpoints when compared to the
literature review.

4.2: To examine the importance and role of value added products within the
food industrx ?

This section will give an insight into the respondent’s opinions on certain topics
regarding value added products.

4.2.1: A post quota era

European Union (EU) milk quotas were abolished on the first of April 2015. The
abolishment of the milk quotas changes the landscape of the dairy industry and
presents both opportunities and challenges for Ireland ahead.

79

Respondent A and Respondent B believe Ireland will benefit from the
abolishment of the milk quotas. The dairy farmers and the general economy will
be the main beneficiaries. Ireland because of its land availability, abundance of
water, climate and location is ideally positioned to benefit from the abolition of
milk quotas. Meanwhile, Respondent C believes Ireland will have to build a plan
for high, medium and low commodity prices especially now that milk quotas are
abolished. Respondent C believes Ireland could possibly become the next ‘New
Zealand’ (NZ) in dairy farming. Favourable climate conditions allow Irish milk
producers to feed off grass for around nine months of the year. This greatly
reduces Ireland’s cost base. Teagasc has worked very well with milk producers to
educate them on developing farming practices which reduce milk production
costs. The m.ilk processing industry has invested significantly in delivering added
value and low cost manufacturing plants. There has been almost no investment in
processing in the United Kingdom (UK) due to a dysfunction in the structure of
the dairy industry there. In contrast co-operative structure in Ireland has helped
support the reinvestment which has taken place in Ireland. Rabo Bank which has
strong knowledge on the world dairy industry is not afraid to support investment
in the Irish dairy Industry.

According to Respondent C, the discontinuation of milk quotas is good for Ireland
on the following assumptions: Irish milk production is currently around five and a
half billion litres, EU milk production is one hundred and sixty billion litres and
worldwide milk production is about six hundred and sixty billion litres. Today
there are just three countries in the EU who have significantly increased milk
production arising from the discontinuation of the milk quotas. These are Ireland,
Holland and Poland and therefore the overall increase in milk volume is very
small on a world scale. The world population is expected to increase by one
billion people by 2050. As a consequence, this will see a continual increase in
food demand. The change in dietary habits in emerging countries will also see a
growth in demand. For example the growth in food product exports to China in
the last five years is a positive development. Ireland is well placed. Ireland can
match the low cost milk producers in NZ. Ireland can match added value concepts
developed anywhere in the world to support the dairy industry. There will be extra
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employment along the entire value chain. The multiplier effect for indigenous
Irish dairy industry is high and this will result in a high growth stimulus for the
entire rural community.

In contrast Respondent D believes Ireland won’t benefit from the post quota era.
The post quota era may have a negative impact mainly for farmers with price
volatility. Years ago there was surplus butter that created milk mountains. The
ending of the milk quota could cause a similar scenario now. Respondent E has
mixed feelings on the abolishment of the milk quotas. The bigger farmers who can
expand will benefit whereas smaller farmers who can’t may suffer. What may
happen is larger famiers may swallow up smaller farmers and take over their land.
The smaller farmers who can’t increase due to land restrictions/land availability
and lack of finance, potentially may have to exit milk production completely.
Smaller fanners where milk price volatility occurs will likely be forced to get out
of milk production. In contrast, larger farmers with larger volumes of milk should
be able to cope better and survive. Respondent E believes that there may be some
difficult times ahead for farmers from all enterprises but it will be especially
difficult for dairy farmers due to price volatility.

Respondent F believes the abolishment of milk quotas will have some benefits for
the food industry. One of the main benefits already evident is that quality of herds
are vastly improved and will continue to do so. In the quota years, most herds
were just good enough for to fill their milk quotas. Now, most farmers will want
to maximise their herd and push on in yields and solids of milk per cow. As for the
poultry sector, performance hasn’t been affected when compared to the dairy
sector. However Respondent F highlighted that price volatility is likely in the post
quota era and could have a very negative impact on the future of the Irish food
industry. Respondent G believes in the long term, Ireland will benefit. However
Respondent G feels in the short term there will be very challenging times ahead
for Ireland in a very competitive food environment. Some positives for the food
industry in general is the continuing growth of the world population and the
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increased demand for protein. Of all the protein sources found in foods, milk is
going to be one of the main sources to meet this increased protein demand.

The literature review chapter emphasised a vision for the future of Irish food
production. This vision focused on innovation to deliver long-term price stability
and profitability to both Irish dairy processors and milk suppliers in the post-2015,
quota-less environment. There was little details highlighting the benefits and
negatives of the post quota era for farmers. Only three of the seven respondents
were completely convinced the post quota era would benefit Ireland. The
remaining respondents had reservations on the post quota era. All of the
respondents saw the benefits but also highlighted negatives. Price volatility seems
to be the biggest threat facing farmers especially in the short term in the post
quota era.

4.2.2: The risk of market volatility

There are many risks to be considered in the production of mainstream
commodity based products. These include potential threats from large European
producers of commodity based products. Ireland’s current dairy commodity
product output is dangerously exposed to world market price fluctuations.
Seasonality and changes in consumer demand also come have a role in
market volatility.

Respondent B agrees that sharp price falls can result in serious consequences for
the entire Irish food industry. This is a worry but as a nation, Ireland must be
prepared for difficult times ahead. Respondent F agrees that as a nation, Ireland is
very open to volatility. A lot of money has already been invested especially by
dairy farmers who are now suffering as a result of price volatility, which is
currently taking place. Respondent E agrees that with major price fluctuations,
dairy farmers will be hit the most which is a big worry of Irish dairy farmers.
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Farmers must be proteeted more if possible, either by price agreements or
government support. Value added products may limit the effects on farmers
through higher product margins that could be passed onto farmers. Respondent G
contends that processors will always maintain their margin. Farmers on the other
hand are the first hit. Price volatility is part of our lives in the industry and only
the most efficient will survive unfortunately.

Respondent C specifically spoke of the risks of market volatility. Volatility will
be an issue for Ireland going forward for the following reasons. (1) Volatility
could increase further and the markets could be weak for a three year period post
2014. The equilibrium in the old markets will have to change due to the increase
in production in Europe. As a direct consequence, a new market equilibrium will
have to be found. For example Ireland will have to find new markets outside of
the UK for its produce as the UK market will not be able to absorb all of the
additional Irish produce. (2) Other world market forces could also bring down
market prices in the next three year window. These factors would have resulted in
weaker markets regardless of the discontinuation in milk quotas.

It is clear in the literature review chapter that market volatility was an issue. All
seven of the respondents agreed on this. However a key finding from one of the
seven respondents is the need for Ireland to spread its export options. Ireland can’t
depend on the same markets continually. Ireland must be prepared for difficult
times ahead. Another interesting finding from one of the seven respondents
highlighted that processers always maintain a profit margin. Food producers like
farmers are always the first to be hit.

4.2.3: The impact of the Food Harvest 2020 targets

The key target in Food Harvest 2020 is to increase milk production in Ireland by
fifty per cent.
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Respondent A slates that all Irish dairy processors throughout Ireland have
surveyed their milk suppliers. Increasing milk production by fifty per cent by
2020 is the figure which has been suggested as a result of these polls. Respondent
F states that most farmers will increase milk production where possible.
Respondent C believes that the figure is relatively accurate compared to when
themselves carried out their own survey in 2011. The results of this survey
indicated that milk volumes would increase by forty five per cent by 2020 over
pre-quota volumes. Teagasc examined their survey findings to critique the results
of the survey and were happy with the predicted figure. The number of cows per
area of milk platform came in within their benchmark and the improvement in the
yield per cow came in within their benchmark according to Respondent C.

Of course a lot depends on future milk price and input costs. 2015 was not a good
year for dairy farmers and the first half of 2016 is following a similar trend with
collapsing milk prices. The fifty per cent target needs to be seen as a long term
target and can’t be forced. Respondent E also believes the target for Ireland to
increase milk volumes by fifty per cent by 2020 is achievable. Respondent E
states that:

a lot ojfarms were held back during the quota era and
now plan to expand rapidly now that the quota era has
passed
’

However there were two respondents who believe the fifty per cent milk
production target is over ambitious. Respondent D questions whether Ireland can
cope with more milk and questions where the milk will come from. Respondent G
agrees that it’s a real ‘stretch’ target especially under the current market
conditions. Not many farmers are willing to push milk production to that level.
There are other problems such as environmental and sustainable issues that could
potentially come in the way of reaching this target according to both respondents.

Throughout the literature review chapter, Ireland’s Food Harvest 2020 targets
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were highlighted. Overall, five of the seven respondents believe the Food Harvest
2020 targets are achievable. However, two of the seven respondents believe the
targets set out are too ambitious and unrealistic, particularly in Ireland’s current
agricultural climate.

4.2.4: Where is the market demand?

in the past Ireland has relied heavily on the EU market for exports. There is
considerable debate concerning the exact markets that Ireland should target in the
post quota era.

Respondent A and Respondent E believe Asia and developing economies will be
markets Ireland should focus on and exploit if possible in the post quota era.
Similarly Respondent F agrees that the Chinese and Asian markets will be very
important for Ireland and especially for the Irish poultry industry. This is due to
the EU market currently being flooded with duck at the moment. Respondent F
concludes that ideally a market where someone has a certain level of disposable
income, who is willing to spend a premium price for quality food products should
be targeted.

Regarding small food businesses. Respondent D believes the Irish market is still
seen as the most important. It’s not always easy to be a success in the Irish market
place even for Irish food manufacturers. Being successful in the Irish market place
is a good indicator for more success abroad. For most small food businesses, the
UK is normally the first market that Irish food businesses target when they enter
the export market place. This trend is likely to continue as the UK market place
will remain an important market place and stepping stone for many smaller Irish
food manufacturers.
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In contrast Respondent G believes in terms of commodity and growth, third world
markets will be targeted going forward. As a nation, Ireland should be aiming
higher and trying to reach niche markets according to Respondent G. Distributing
high end value added products into regions where there is disposable income and
where people are willing to pay more for premium, should be one of Ireland’s
main priorities. The UK leaving the EU could have unknown consequences,
which means other markets must be looked at as the UK market place cannot be
relied on. However if the UK leaves Europe, a lot of the consequences will be
currency related and if the British Pound stays strong, the UK market place should
continue to be important for Irish exports. Currently the UK is an incredibly
important export market destination for Ireland according to Respondent G.

In the literature review ehapter, China, the Middle East and developing countries
were highlighted at potential areas Ireland should be looking at as export
destinations. Four of the seven respondents highlighted these markets and agreed
with the literature review chapter. However Asia, the EU, the UK and Ireland
itself were also mentioned. A key finding is the importance of our local markets,
both the UK and Ireland itself These are especially important for small food
businesses. These markets are the first markets usually targeted during expansion
for most small food companies. However what was pointed out is the unknown
consequences of the UK leaving the EU which may hamper this.

4.2.5: What should the extra volumes of milk be used for?

The end of the milk quota era has increased Ireland’s capacity to produce
additional volumes of milk.

Respondent A highlights beeause Ireland is an island, this would suggest the need
to concentrate in ‘long life’ dairy output such as cheese, whey ingredients, dried
milks and infant formula. In contrast Respondent B feels Irish producers should
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focus their attention on value added products at the top end of the dairy market.
Respondent E believes market demand will influence the future of Ireland’s dairy
product mix. However Respondent E did highlight that one of the highest value
added products out there currently is infant formula. It has a high margin and if
more Irish milk could be turned into infant formula, it would benefit Ireland
immensely. Respondent F agrees that high value added products such as sports
nutrition and infant formula in future years, will have a major role to play in the
Irish food industry. However export options and seasonality could also have a
role. In general, product ranges of companies will relatively remain the same
where many food manufacturers will try to branch out, create new products and
aim for selling high value products where possible. However Ireland must be open
to change. Respondent G believes in an ideal world, high end products and getting
away from eommodity based produets like skim milk powder and cheddar cheese,
should be focused on where possible. Commodity based food products will
always be hit with price volatility. When market prices are volatile, it has a knock
on effect to everyone in the Irish supply chain especially farmers. If the Irish food
industry can turn milk into products focusing on proteins and sports nutrition,
that’s where the high margins exists. These products also have the added benefit
of price and market stability. They always demand a premium price according to
Respondent G.

The literature review chapter highlights that additional milk volumes in the post
quota era should be ehannelled into value added products, in particular the infant
formula sector. Cheese was also a eommon product also mentioned. All seven of
the respondents agreed that these are viable options for Ireland’s extra milk
volumes. However a key finding highlighted by one of the seven respondents is
Ireland’s location and distribution network. As Ireland is an island, it takes longer
for our products to reach export markets especially with fresh products. This
would suggest that Ireland needs to concentrate on ‘long shelf life’ dairy products
such as cheese, whey ingredients, dried milks and infant formula. Ireland should
primarily focus on fresh food products for the Irish market place instead.
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4.2.6: Post-commodity market-led product innovation

Traditionally, Ireland focused on commodity based food products.

All seven of the respondents agreed that there is and always will be a place for
commodity based products in the market place. In principle, it’s not possible to
eliminate commodity based products altogether. Respondent G highlighted that
Ireland should allow at least fifty to sixty per cent of the milk produced to be used
for commodity based products. It is the respondents opinion that this is the reality
in the market place.

Respondent G highlighted that:

"One hundred per cent of value added products is not
achievable or realistic ’

Respondent D states that:

it’s how you market commodity products which is and
will be important in future years’’.

However Respondent A believes the Irish food industry needs to focus on nonbasic commodity products to ensure maximum return to key stakeholders. There
will always be a place for basic commodity products in the market place but by
definition, the prices will be commodity reflected and not value added. On the
downside commodity products will deliver an average milk price.

Respondent B highlights the importance of staying at the forefront of innovation
through a customer focused Research and Development (R&D) approach with a
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new product introduction focus. Respondent E agrees and believes that value
added products where possible is the route Ireland’s food industry should try to
maximise and grow. From a dairy perspective, Ireland is producing most of its
milk off grass which is the cheapest way of producing it. Comparing Ireland’s
way with competing countries where cows are mainly indoor fed with ration and
silage, Ireland has a huge advantage. Ireland can market all of our products
knowing it’s a superior product according to Respondent E. Our commodity based
products should be promoted with a similar approach. Our cows are healthier, the
commodity product itself is produced naturally and is not forced like in many
competing countries.

In the literature review chapter, many highlighted the need to move away from
commodity based products. This was agreed by all seven of the respondents but
all seven respondents also highlighted that commodity based products will always
have a place in the market place. In principle, it’s not possible to eliminate
commodity based products altogether. Adding value to commodity based products
is what is needed. A key finding is even our commodity based products can
command a higher price if they are superior and offer an added value over
competing products from other countries.

4.2.7: The importance of the value added sector

The value added sector has huge opportunities for further growth. The Irish
Government set out value added targets in both ‘Food Harvest 2020’ and ‘Food
Wise 2025’.

All seven of the respondents agree that the value added sector is of major
importance to Ireland. Respondent C highlighted that the term ‘value added’ is
important for the Irish food industry. From a dairy perspective, the value added
sector will benefit the Irish food industry by:
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“Delivering high quality milk and a higher margin, working with
vendors of dairy plants to develop ideas to maximise efficiency and
reduce waste, working with ‘Food for Health Ireland’ (FHl) to
deliver ideas for healthy food options for which a market exists or
can be developed, working with Irish universities to research
essential resource to deliver an added value solutions, working with
customers to deliver solutions which add value to their product
range, identifying market segments with high growth potential and
investing resources to deliver new product options and developing a
strong cluster within the Irish dairy industry so that everyone can
learn from each other ’

Respondent A believes the Irish food industry must make the most of the ‘value
added sector’. Ireland has been traditionally a commodity based food producing
country in the past but is now moving into the value added sector where possible.
This can be achieved through innovation and presenting compelling scientific
arguments associated with certain products. Ireland needs to differentiate itself
from the competition with a strong ‘Unique Selling Point’ (USP). This in turn will
allow Ireland achieve higher prices in the long term and achieve added value
according to Respondent A. Similarly Respondent F believes creating high end,
high margin products is the objective of most food manufacturers in the Irish food
industry . Ireland is fortunate that it has such a vast range of food products. Even
small businesses see the benefits of moving down the value added route. It’s all
about increasing margin where possible and commodity based products limits
this. As a result, many businesses have now had to change direction and meet the
demand for these market segments and expand product ranges appropriately.

However two respondents had slight reservations on the value added sector for
Ireland. Respondent D believes everything comes down to price. The obvious
benefit of value added foods is the ability to demand a higher price for products.
However to be classified as a value added product, the product must be worthy of
commanding a higher price whereby the consumer must see a benefit to pay the
extra premium. If the consumer doesn’t buy into the product being ‘value added’,
the product will possibly fail. Respondent G highlights that one of the biggest
problems with the value added sector at present is that growth of these products is
in third world regions essentially. Demand is growing in these regions but
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consumers there don’t have the disposable income to spend on these niche/high
value products. That will be a huge challenge for the Irish food industry going
forward, to try and get margin and growth out of what we are targeting according
to Respondent G.

In the literature review chapter, the value added route was the ideal product route.
However some did believe Ireland should continue to produce similar products as
in the past. However all seven of the respondents agreed that the value added
sector is of major importance to Ireland. However there were some very important
reservations highlighted by two of the respondents regarding value added
products. One was how do we classify a value added product to be worthy of
commanding a higher selling price. The other is the impact of growth of value
added products in third world countries. There is little point in producing value
added products if the consumer can’t afford them.

4.2.8: Social and behavioural food trends

Social and behavioural food trends have changed drastically over the past decade
and are continuing to change.

The respondents had both similar and contrasting viewpoints on the theme of
‘social and behavioural food trends’. All seven of the respondents agreed that
social and behavioural trends in the last decade have changed and are continuing
to change. ‘Health’ seems to be the trend that all of the respondents agreed on.
Respondent A highlights what he feels are important trends for Ireland’s food
industry. These include:

“An ageing global population, increased middle income sector in
the developing economies, growing interest in health and nutrition,
participation in sport, childhood obesity and understanding the
impact/influence of social media ’
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Respondent C highlighted the following trends which will be important for
Ireland going forward. These include:

“...health and wellbeing, ageing population, consumer formats
which supports eating outside the home and infant formula ’ ’.

Respondent F believes ‘disposable income’ will affect product sales going
forward especially when targeting the value added sector. This will affect the Irish
food industry both domestically and in countries where Ireland exports to. For the
poultry sector especially, money and disposable income are the main influencing
factors for many customers when buying duck. This is mainly because duck is
seen as a high cost product. For example in a recession, duck sales usually fall.
Respondent F also highlight the role of ‘media’ in influencing food trends. Media
is often the starting point and influencing factor in developing trends, l.ooking at
the poultry sector, before duck was seen as a fatty food but now duck is seen as a
lean, very high protein meat. A common trend in the market place at present is
how much little time consumers have for preparing meals. As a consequence,
many consumers are looking at convenience foods which require little
preparation. ‘Ready to go meals’ are also growing in demand according to
Respondent F.

In contrast Respondent E believes consumers are looking more into traceability
regarding where their food is coming from. There is now currently a big push for
buying local and supporting local producers in Ireland. Looking at Ireland’s
exports, Ireland is regarded for producing excellent quality food. Ireland is seen
by many countries as a good role model at producing high quality food.
Meanwhile Respondent D highlights the importance of food regulatory bodies in
Ireland. Ireland is perceived as being a highly regulatory based region abroad. As
a nation, Ireland must keep this up. If an industry scandal like the ‘Horsemeat
Scandal’ occurs again in any of Ireland’s food sectors, Ireland’s image for
producing high quality foods could be tarnished forever. Keeping the Irish food
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industry highly regulated is important going forward as it’s the selling point for
many of our products that are exported. Meanwhile Respondent G believes certain
niche products like sports nutrition and organic products will have a big role to
play both in Ireland and abroad. This is again highlighting the importance of the
‘health’ theme. Having a strong brand and story behind a product is also
important. Every effort should be made by telling the consumer all about Ireland,
Ireland’s food image, Ireland’s quality food products and especially how Irish
cows and beef cattle are fed using fresh natural grass.

Health was clearly the common trend that was evident in the literature review
chapter. It was also a common theme mentioned by all seven of the respondents.
However there are contrasting views on what trends would be important for the
Irish food industry going forward. These included disposable income, the role of
media, food traceability, the importance of regulatory bodies and portraying
Ireland’s green image. These were all major findings identified by the
respondents.

4.2.9: R&l) in the value added food sector

R&D is a fundamental element for NPD.

All of the respondents felt Ireland’s overall R&D infrastructure was adequate but
highlighted that Ireland is not a world beater in terms of R&D either. For example
Respondent E believes there is room for more investment in R&D here in Ireland
while Respondent A and Respondent B believe Ireland’s overall R&D
infrastructure is adequate to succeed if properly focused. There is a lot of work
being carried out in R&D in Ireland at present but compared to countries like
America and Holland, Ireland is well behind.
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In contrast, Respondent D believes that Ireland is relatively well placed in its
R&D efforts and infrastructure. However Respondent D highlighted that this may
not be the case for every food sector in Ireland. For example in terms of the ‘dairy
and meat food sectors’, Ireland can compete with anyone throughout the world. It
is clear R&D is very important however. Investment in R&D is vital to succeed
and further investment on a regular basis is important. Respondent G agrees that
there’s always a need for improvement and investment is always welcomed in the
R&D sector. Respondent G did highlight the importance of good food research
centres such as Teagasc. Irish universities are also renowned for excellent food
research.

The lack of research in an Irish context in the literature review chapter gave little
infomiation on Ireland’s current R&D infrastructure. All seven of the respondents
felt Ireland’s overall R&D infrastructure was adequate but highlighted that Ireland
is not a world beater in terms of R&D either. It is clear that Ireland’s overall R&D
infrastructure is adequate but needs further investment on an ongoing basis which
is an important finding.

4.2.10: Importance of a balanced food product mix

Ireland has a strong reputation for producing quality food.

Respondent A and Respondent B believe Ireland’s future food product mix will
come down to market demand and the technological expertise within the
individual manufacturers. This will result in the requirement of both commodity
and value added products for Ireland’s own domestic market and for the export
markets. Respondent F agrees but did highlight that in general, product ranges of
Irish food companies will remain relatively the same. What may change is that
many will try to branch out, create new products and aim for selling high value
products where possible to generate extra revenue. Respondent G agrees and
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believes in an ideal world, high end products and getting away from commodity
based products like skim milk powder and cheddar cheese would benefit Ireland.

However Ireland relies and will continue to rely on commodity based food
products. Quite simply, there is a requirement and a demand for these type of
products. Commodity based food products however will always be hit with price
volatility. However adding value to commodity based products is realistic and
should be Ireland’s focus. If Ireland can branch out its product range into areas
such as proteins, sports nutrition and infant formula, that’s where high margin
exists. Respondent E agrees that high margin products are attractive for food
companies but require specialised expertise. One of the highest value added
products out there is infant formula. If more Irish milk could be turned into infant
formula, it would benefit Ireland. However it is not that easy. The problem is
because the majority of value added products such as infant formula require
specialised expertise. As a consequence, entering into such food sectors is
difficult as the big players are dominating these food sectors. Meanwhile
Respondent D believes Ireland’s overall product range will remain similar in the
post quota era to what Ireland has produced in the past. Ireland is always famous
for meat and dairy. Realistically, Ireland’s current product range should remain
relatively the same. This is because of Ireland’s built up expertise and the quality
of our products which have taken time to become a success.

Meanwhile Respondent C believes Ireland’s future dairy product mix will remain
relatively similar to what has been manufactured in the past. Ireland has
significantly increased capacity in dairy powders, which includes whole milk
powder (WMP), skim milk powder (SMP), full fat powder (FFP), and demin
whey’s. The increase in cheese capacity has remained relatively unchanged, but
there will be additional production of cheese in the periods outside of the peak.
All commodity milk streams, which includes cheese, SMP, WMP, FFP and casein
will continue to produce a relative comparative value as milk volume will flow
from one to another when higher value is available in one. However Respondent
C did highlight that the product mix which is best for Ireland is the product mix
which will deliver the highest milk prices with less risk of volatility. Value added
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products therefore are a viable option but require a high level of expertise to
produce. An optimum strategy is to have options available to maximum the
production of commodity products with the greatest commodity added value as
the market swings from one dairy commodity to another.

As the world’s population is expected to reach just over eight billion by 2025, this
may lead to more product diversity. The biggest challenge in product diversity is
an understanding of how the market will change. Product diversity demands a
huge investment in manufacturing facilities and a high investment in R&D.
Resources are limited to support multiple investments. If one invests in the wrong
product, it will be very difficult to recover. Respondent C agrees that value added
products do have a higher margin and there is less risk of volatility. However, it is
an impossible task to develop value added options for all our food produce.
Respondent C would estimate that the true added value percentage of total dairy
produce in Ireland today is less than ten per cent. Of course the definition of value
added would have a major impact on this overall percentage. This figure is likely
to increase however.

In the literature review chapter, the general consensus was that food producers
should stay attuned to the needs of the market place. However one of the key
findings from the respondents was the importance of producing ‘consumer
focused food products’ which are needed over food products that have ‘no
purpose’. This means realistically that a balanced food product mix will need to
incorporate both commodity and value added based food products. All seven of
the respondents agreed that market demand will dictate the best product mix for
Ireland. Many food producers may try to branch out, create new products and aim
for selling high value products where possible to generate extra revenue. A key
finding, highlighted by one of the seven respondents is the problem with product
diversity. The biggest challenge in product diversity is an understanding of how
the market will change. Product diversity demands a huge investment in
manufacturing facilities and a high investment in R&D. Resources in most food
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companies are limited in supporting multiple investments. If food manufacturers
invest in the wrong food product, it may be very difficult to recover.

4.2.11: The importance of Brands

Irish food manufacturers need to develop strong, recognisable brands that
command long-term brand-loyalty.

Currently brands are created in Ireland through a dual approach. Many food
companies develop their own brands. However Omua also helps develop brands
for many Irish food companies. Omua is playing a vital role in developing Irish
brands that are doing well abroad. Omua is the part of the Irish value chain which
are developing new brands for all Irish dairy manufacturers. Omua have had great
success in Germany with the Kerrygold brand and Ornua are currently having bid
wins in the United States (US) with the Dubliner cheese brand and its own
Kerrygold butter brand.

Irish food producers need to develop strong, recognisable brands that
command long-tenn brand-loyalty and higher margins. In order to maximise
exports out of the Irish economy, Ireland needs to produce innovative, wellbranded, value-added products and develop strong distribution chains and brandloyalty abroad. All the respondents agreed that creating strong brands that are
recognised worldwide is important for the successful exporting of products
produced in Ireland.

However Respondent A believes this is an area Ireland should improve on more
but highlights that significant investment is needed to create a successful brand.
Respondent G highlights that as a nation Ireland must recognise that creating a
strong brand is a very slow process. Brand building clearly doesn’t develop
overnight. Omua and Bord Bia amongst others are doing great work at promoting
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Irish brands abroad. It takes time for a brand to be a success. Like Respondent A,
Respondent G highlights how expensive it is to make a brand stand out from its
competitors. Having their own individual shelving units in retail shops works for
Respondent G and makes their product stand out more from competing products.
According to Respondent G:

‘

'Building brands is a long term strategy ’

Respondent E agrees that creating a strong brand known globally is key to the
success of any product. Branding is very important for value added products like
the infant formula sector. For example in Ireland, the top selling infant formula
brands are called ‘Cow and Gate’ and ‘AptamiF. In the UK, these products are
branded the same. However in France and Holland these same products are
branded differently with different brand names. This occurs with a wide range of
products throughout the world which results in the overall product may being the
same but is branded differently in different regions. This is an important branding
method used by many global food companies throughout the world. The main
benefit is that if something happens, the brand isn’t affected globally and it won’t
destroy the company through reduced global sales. Respondent D highlights that
strong branding is essential to succeed in the food industry. However Respondent
D highlighted that packaging also plays a role. Ireland should emphasis the
quality of the product through strong branding and well thought out packaging.
For example, Irish meat gets a Bord Bia stamp. This emphases the product has
been ‘quality assured’. However Respondent D did highlight that Ireland is
lacking such schemes in other Irish food sectors. For example baking products
such as bread don’t have such schemes. Instead these products should highlight
slogans such as ‘Guaranteed Irish’ and any awards the product have ever won.
Such details on packaging can help with product sales. The success of Bord Bia,
questions the need for more schemes for other food sectors. Such schemes give
consumers confidence in the product which is a fundamental element of branding.
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Respondent F believes the Irish food brand is seen as high quality food by many
competing countries. By promoting this, Ireland will benefit according to
Respondent F. Ireland is noted for fresh natural food whereas in contrast, America
and France are associated more with producing processed foods. In general,
Ireland has built up a strong brand and reputation abroad that has come as a result
of hard work over many years. However Respondent C highlights how the Irish
market is relatively small. As a consequence, the value of brands in Ireland is
quite limited. However brands are important as it’s essential that high value
brands are attached to large markets to be a success. Brands can deliver added
value when commodity markets are weak. Brands are an important tool to protect
producers (especially milk producers) against volatility in the market place. For
example, the dairy market is significantly volatile and Ireland can never have
enough brands to protect all parties in the value chain against this volatility.
Respondent C highlighted that ‘Utopia’ (an international branding agency) hasn’t
yet created a ‘Nike’ brand equivalent in the dairy industry. Right now, such a
dominant brand in the dairy industry doesn’t exist.

In the literature review chapter, the main emphasis was on the importance of
creating strong brands. All seven of the respondents agreed that creating strong
brands that are recognised worldwide is key to the successful exporting of food
products produced in Ireland. However it was highlighted by three of the seven
respondents that significant investment is needed to create a successful brand.
Creating a strong brand is a very slow process and was something not mentioned
in the literature. Another respondent mentioned the importance of packaging and
the importance of displaying ‘food standards’ on packaging and any relevant
information such awards won. These findings highlight that creating strong brands
is not an easy process as it takes years of work for a brand to be a success. A
major finding by one of the seven respondents highlights the need for more
schemes such as the ‘Bord Bia Quality Assurance Scheme’ for other food sectors
in Ireland. A quality assurance mark gives consumer’s confidence about a
product. Another major finding regarding the importance of brands came from
one of the seven respondents who highlighted how brands can deliver added value
when commodity markets are weak. A strong brand can help a product survive
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during difficult market periods as a well-known brand is always respected and
sought after.

4.2.12: The impact of cost efficiency

Ireland is an expensive country to live and do business in.

However Respondent B believes Ireland is strongly placed in terms of
competiveness and cost efficiencies but made it clear that as a nation, Ireland
should always strive to improve. Respondent A and Respondent G believe grass
fed animal production is a good model for Ireland and is a good starting point for
achieving a competitive advantage in world markets. In Ireland, we produce and
use efficiently the cheapest ingredient for producing milk and beef which is
‘grass’. As a result, Ireland is well placed internationally in terms of cost
efficiencies. However Respondent G highlighted that Ireland could have
potentially serious issues that could affect its performance in the future. Ireland
always has potential restrictions in terms of weather and climate. Ireland is
extremely volatile because of such factors. Respondent G made it clear that he
wouldn’t like to see Ireland’s food industry getting over stretched as a
consequence. There is very little room for error and factors such as poor weather,
having a difficult spring and price volatility are likely negatives that may impact
the Irish food industry in the future. These difficult periods will have to be
managed carefully.

However Respondent A described some important issues regarding the Irish food
industry. Irish labour costs are high. Because of the structure of the Irish dairy
industry in many companies, Ireland does not achieve economies of scale. As
Ireland is an island, Ireland is at a disadvantage in terms of transport costs and
getting the product to market. Similarly Respondent F agrees that Ireland is a very
expensive country to produce food in. It’s very difficult to produce cheap food
with high wages, high oil prices and high distribution costs. This is even more
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difficult when based in a rural location. Infrastructure and location play a major
role. In the past, poor cost efficiencies hampered a lot of businesses in the
recession with a lack of cash flow being the single biggest issue. However as a
nation, Ireland is improving in terms of cost efficiencies. However there is a
negative trend that is occurring in the Irish food industry. This problem is
‘offering long term credit’. Many companies are offering long term credit. This is
risky and is often too long in a lot of cases. As a consequence, many customers
are getting careless about paying for goods as they often get ninety days or more
to pay for goods. Cash flow is an essential element which is needed to run an
efficient business. What’s important to be aware of however is that credit is
essential, especially in the retail sector. It’s used as a selling tool according to
Respondent F. Offering long credit secures sales orders. However long term credit
continues to be an issue and must not get out of control. Serious consequences
may potentially occur for Irish companies which run into cash flow difficulties
because of offering long term credit.

Meanwhile Respondent D highlighted that many small food companies are up
against some very stiff competition when comparing Ireland’s cost efficiencies
and being competitive in the market place. For a small company, the exporting of
products is extremely expensive mainly due to economies of scale. Costs
associated with exporting such as shipping make it extremely difficult to compete
with larger food companies. Therefore, cost efficiencies for small Irish food
companies is often quite poor. It can be very difficult to compete on a world stage
when in direct competition with larger food companies who have efficient
networks in place. In contrast. Respondent E sees no such problems. Respondent
E works in a multinational food company. It can manufacture its products at the
lowest cost, due to its presence in the market place and the huge demand for its
products. The company has the largest spray dryer in the world and can produce
the most powder in the world in one production plant compared to competing
companies. This highlights the strength of a multinational food company and
backs Respondent D’s views on the problems many small food manufacturers
face. For a large global company, its use of resources and its use of raw
ingredients puts them in a strong position in terms of cost efficiencies.
101

In the literature review chapter, questions were asked about Ireland’s
competiveness against competing countries in terms of cost efficiencies. It is clear
from all seven of the respondents that Ireland is in a very expensive country to
operate a business in. It is clear that Ireland has very little room for error. Irish
food manufacturers need to keep their costs down to be able to compete. A key
finding highlighted by one of the seven respondents is that because Ireland is an
island, it’s much more expensive to export products out of the country. Another
key finding is that small food companies struggle against large food companies in
Ireland in terms of cost competiveness. Large multinational food companies
swallow up and dominate the market place. Small food companies can’t compete
as a result. Cash flow is a big problem for many food businesses. A key finding
highlighted by one of the seven respondents is the problems associated with
offering long term credit. Waiting up to ninety days for payment can cause serious
cash flow difficulties especially for small food businesses. As a consequence it is
clear that often, particularly the small food manufacturers, struggle with cost
efficiencies and find it difficult to compete.

4.2.13: The importance of the infant formula sector

The infant formula sector is seen as a thriving food sector with huge potential for
growth.

Respondent E agrees that especially over the past few years, the infant formula
sector has really taken off Ireland currently has major international infant formula
presence in Ireland. Infant formula manufacturers such as Danone, Wyeth’s,
Abbotts and more recently Kerry Group have all infant formula plants throughout
Ireland. The presence of such companies in Ireland is due to the easy access to
raw ingredients according to Respondent E. This means here in Ireland, infant
formula can be produced cheaper than any other country in the world. Ireland has
the potential to grow further. Companies such as Glanbia, who have a new spray
dryer facility build in Belview, may decide to start up in the infant formula sector
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too due to the success of the infant formula sector worldwide. Similarly
Respondent G agrees that the infant formula sector is a thriving, successful
industry worldwide and is an area Ireland should focus on more in the future.
Ireland is producing around fifteen per cent of the world’s infant formula already.
It is a high margin, value added product. Demand is strong for infant formula.
Ireland is well placed as the big infant formula manufacturers in Ireland are doing
well.

However three of the seven respondents highlighted some negative trends relating
to the infant formula sector. Respondent G believes a downside for Ireland is the
over dependence of the Chinese market. The Chinese economy is going through a
difficult period at the moment. The Chinese market isn’t reaching the targets that
were expected. This means volatility is a huge issue. Respondent C acknowledged
that previous growth in the infant formula market has been greatly influenced by
the growth in the Chinese market. However research and studies forecast the
infant formula sector will potentially be weaker for the next two years. As
discussed by Respondent G, Respondent C agrees that the Chinese market is
currently stagnant at best. However Respondent C does highlight that Ireland has
been very successful in the infant formula sector and that as a nation, Ireland is
punching well above its weight. What will be important for Ireland is the
opportunity to build on a grass sourced raw material. This can be used to develop
a stronger relationship cluster in the future. Respondent F highlighted that the
infant formula sector is a hard sector to start-up in with no expertise. Quality is a
deciding factor for many parents when choosing infant formula. As a result, most
parents go with the tried and tested product and are brand loyal. This makes it a
hard sector to break into as the established companies already in the sector have a
loyal following.

Throughout the literature review chapter, infant formula production in Ireland was
highly promoted. Its importance was acknowledged by all seven of the
respondents. However three out of the seven respondents highlighted some
negative trends for Ireland’s infant formula manufacturers. These include
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Ireland’s over dependence on the Chinese market and the difficulty for new
entrants to enter into the infant formula sector.

4.2.14: The impact of joint ventures in Ireland

Joint ventures are becoming more important to the food industry.

Respondent A and Respondent B agree that joint ventures are important for
countries such as Ireland. Both respondents highlight that joint ventures are
already happening with many Irish food companies. Respondent F believes joint
ventures with countries who can’t produce enough food for themselves and import
a lot of their food, can be very successful. Being involved and having strong
relationships with similar countries can only benefit Ireland especially for
exploiting exports into such regions. New knowledge and expertise is also brought
back to Ireland and as a result joint ventures are a learning curve for many
companies where knowledge is shared.

In contrast, Respondent D believes joint ventures only happen between large
businesses. However joint ventures are important as the market place is very
competitive which means sharing expertise can only be a good tool for success.
Respondent G believes joint ventures are the reality for most Irish food
businesses. There are both negatives and positives. Positives include learning new
expertise and gaining access to new markets. In contrast Respondent G highlights
that sharing expertise on the other hand can be negative with companies who
could potentially take advantage of the expertise on offer. However as we live in a
very competitive environment, joint ventures are a must to be competitive for
many food companies.

Joint ventures was an almost ignored topic in the literature review chapter.
However what is clear is that all seven of the respondents agree that joint ventures
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are a regular occurrence in many food companies. Expertise gets shared which
may be classed as both a positive and negative development. A key finding
highlighted by one of the seven respondents is that joint ventures only usually
take place between large companies. As a consequence, small companies are
usually disadvantaged.

4.3: To investigate new product development processes used within the food
industiT?

In this section, the different NPD processes used by the respondents will be
discussed.

4.3.1: The importance of NPI)

For most companies NPD is as important as the continuation of existing
successful products.

Respondent A explains that it’s a fundamental requirement of food companies to
ensure a healthy balance of improving existing products and creating new
products. It is important to recognise that there will always be a ‘churning effect’
(new products being launched, old ones being discontinued) so it’s important to
prepare for this. Respondent C stated that product innovation is said ‘to help
maintain growth and spread market risk’.

Respondent B and Respondent D believe NPD should be a priority and is just as
important as the continuation of existing successful products. This is mainly
because of the extremely competitive environment that exists. The NPD process
used in individual food companies is usually unique and different from each other.
Therefore it is important to gain a competitive advantage over competitors
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through NPD. Respondent D explains that competition leads to new products
being developed every day. An old product that was once a market leader may
now be under par with a new competing product. Product improvement and NPD
are essential as customers will quickly forget about a product. If developments
don’t take place quickly, the product could fall behind competing products as
there’s a strong possibility of a superior product in the market place. A common
sight in many of our foods today is the term ‘new and improved recipe’. This
highlights the constant development and change of top selling foods. These
products normally carry the same brand name but improve the product out of
necessity for survival according to Respondent D. Respondent E agrees that NPD
plays as an important role as the continuation of existing successful products. In
the future, customer’s needs will change as they are constantly changing already
in the market place so it’s important to try to be ahead of this. There is a need for
a NPD team that focus on both improving existing products and introducing new
products. It’s out of necessity to try to improve and expand the product range.

Respondent f' agrees and believes NPD is extremely important and plays an
important role. For example. Respondent F has just built a new processing facility
that was expensive to establish. To pay for the investment, they simply must get
more out of the facility by producing new products and expanding the current
product range. The objective is to have more days in the new facility to make
more products. At the moment the facility is used for three and a half days per
week. To expand and grow the business further, increasing the number of
production days in the week would create more products and increase the ability
to sell more products. As for NPD itself in the business, up to last year, the
business struggled selling its commodity based product. This problem lead to a
solution as the business developed a value added convenience product to eat that
used this once problem commodity product. The business found a way to sell the
once slow selling commodity product and turned it into a value added product
with a high margin. Respondent F believes this example highlights the importance
of incorporating both existing products and NPD.
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Similarly Respondent G explains that they are constantly looking at their existing
product range and developing them. Each company must be aware that the
customer gets tired of the same product all of the time. There’s a continuous
‘churning’ of old products coming out and new products coming in. It’s important
to try to be a step ahead of the competitors as well. Respondent G highlights that
their yearly target is to aim for at least ten per cent of turnover to come from a
new product.

Product development can involve either improving an existing product or
developing a new product to target a particular market segment or segments.
Consistent product development is a necessity for companies striving to keep up
with changes and trends in the marketplace. This was highlighted throughout the
literature review chapter. All seven of the respondents agreed that NPD is as
important as the continuation of existing successful products. It’s a natural cycle
that new products are launched and old ones get discontinued. What was also
highlighted by two of the seven respondents is that NPD is a priority due to the
demands of the market place. NPD is a suitable strategy to build a competitive
advantage and long term success in today’s global food markets. One of the seven
respondents highlighted that product innovation is said ‘to help maintain growth
and spread market risk’ which is a key finding in itself.

4.3.2: New Product Development Processes

NPD processes are unique to all individual companies.

For example, Respondent A gave an outline of the NPD process used in his
company. The NPD team in this company consists of Marketing, R&D,
Engineering, Production, Sales, Supply Chain and Finance personnel. Stage one is
‘Idea and Screening’. Here all ideas are outlined and discussed. Ideas are then
screened and ideas with potential are sent to stage two. Stage two is ‘Concept
Development’. The concept is then discussed further to see the feasability of the
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idea. Stage three is ‘Analysis’. Here analysis of the concept takes place. For
example, questions such as ‘Is there a need for this product?, Is it possible to
manufacture this product?. Can this product be manufactured efficently? All such
questions are queried and discussed. Stage four is ‘Product Testing’. A pryotype
of the product is developed and tested. Stage five is ‘Test Marketing’. Testing is
carried out both in-house and with external testers. Stage six is ‘Testing the
manufacturing capacity of the product’. Here the product is examined to see
whether the product can be mass produced. Stage seven is ‘Pricing’. A pricing
strategy is investigated here. Market research is carried out on competing products
and the cost of manufacting the product is examined to calculate a selling price
that is attractive for the consumer but one that also has a good margin. Stage eight
is ‘Product Launch’. The product is then ready for launch and is available to
purchase in the shops.

In contrast Respondent E explains that the entire NPD process is carried out at the
companies NPD headquarters due to the company being a multinational. All R&D
is carried out in the headquarters. They have their own unique NPD process
developed in-house at its headquarters. When a new product is being developed,
information gathered through R&D from the NPD headquarters is sent onto each
individual factory. Feedback from each factory is taken on board. When a new
product is fully developed, the personnel in each factory have to agree on the best
possible process on how that individual product can be manufactured. R&D is
conducted by each individual factory where information is gathered and processes
are researched to examine what’s needed to manufacture the product. Sometimes
it is not possible to manufacture the new product without investment in
infrastructure. NPD personnel on site would then examine/develop a process on
how to make the product. All this information would be passed along throughout
the cross-functional teams in each plant. Shift managers then make out process
conditions necessary for making the product. This is the same process for all new
products developed in Respondent E’s food company no matter what product is
being developed.
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Meanwhile Respondent G follows a set mandatory sequence of steps in their NPD
process known as the ‘Innovation Funnel’. Respondent G explains that in the
NPD process at his food business, the concept normally comes from ‘market
research’. Ideas are generated that could potentially work. All the ideas are
literally put into a funnel which gets keeps getting narrower. Twenty ideas maybe
become two or three at the bottom of the funnel. Those two or three ideas then go
into mini scale production. Analysis of each product then takes place. Customer
feedback is crucial to give honest opinion on the products. If there’s a positive
response to a particular product, the idea is brought to the retailer to see if they’d
be interested in the product. At this stage if the retailer won’t buy into it, the idea
is usually scrapped. If the product will cost too much to produce there will be no
market for the product. If there is interest in the product and there can be a margin
to be made, the product goes into production.

Respondent D described that their NPD process is relatively one of trial and error.
Potential new products start off and are normally based on base recipes and are
tweaked until happy with the new product. A tasting panel is arranged where
tasters come in. Respondent D believes it’s essential that outsiders are brought in
to get an outside view along with in-house staff. Potential price and market
findings are also discussed with the panel. This is normally the starting point for
new or improved products at Respondent D’s food business before a product is
launched into the market place.

Meanwhile Respondent F says in theory they have a NPD process but a new idea
is normally spotted in the market place and developed from there if possible.
Respondent F believes it’s important to talk to people, look at competitors’
products and talk to shops and different retailers themselves. It’s important to
evaluate if there’s any product that they feel isn’t currently being offered to
consumers or in contrast if there’s any existing product that is poor and needs
improvement. Respondent F highlighted that often ideas are brought back from
holidays by seeing a certain product in a foreign country that has potential to do
well in Ireland. Then this idea is researched to see if it’s possible to make this
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product. A prototype product is produced and the product is tested. The product is
then taken to local markets for tastings where anonymous consumer surveys are
conducted on the product. If the response is positive, costings are checked to see if
the product is actually viable and is there a market for such a product at a selling
price that has a margin. The product is then mass manufactured and is ready for
the market place and gets promoted. Respondent F described that the overall NPD
structure used is unstructured in his business but an idea is tested by using this
approach normally.

In the literature review chapter, the use of structured NPD processes was
highlighted. There were a wide range of both models and processes used. Many
took a similar approach but each had a variation to the steps involved. It is clear
that NPD is a necessity for all companies due to the demands set by consumers.
NPD is also a necessity because of the competitive streak that exists between
competitors who try to be one step ahead of each other where possible. However a
key finding from the respondents is that every company takes a unique approach
to NPD. Some companies use a structured method while other companies take a
more natural approach and develop new products sometimes by chance through
trial and error. For example five of the seven respondents use a structured
approach to their NPD process. In contrast two of the seven respondents take a
more natural approach through trial and error. What is an interesting finding from
the primary research is that the majority of smaller companies have no structure to
their NPD process. This was highlighted by two of the seven respondents. An
interesting finding discussed by one of the seven respondents acknowledged that
some companies follow another food company’s product range to come up their
own idea. This seems to be particularly the case for smaller food companies.

4.3.3: Consumer feedback throughout the NPI) process

Consumer needs are constantly changing.
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Respondent E highlight’s that positive consumer feedback plays a part in his ‘Key
Performance Indicators’ (KPI’s.) KPl’s is what managers bonuses are based on.
Customer reviews are valued and any relevant information is passed onto each
plant. Customer complaints are recorded and are investigated. Market research
and product testing are so vital that complaints are rare in Respondent E’s
company. The objective is ‘perfection every time’ according to Respondent E.

Respondent F agrees that consumer feedback plays a huge role in NPD. Tastings
take place at markets regularly for Respondent F. Respondent F believes it’s
important to take consumer feedback on board but that it’s also important to look
at the wider picture just because one individual doesn’t like a product. Respondent
G also uses a similar approach. Respondent G highlights that sensory analysis
takes place during all of their NPD processes. The potential product is taken to a
group who conduct a blind tasting of your product and competitors. Response
forms take place where individuals rate the products. If the consumer doesn’t buy
into the product at that stage, the product is likely to be scrapped according to
Respondent G.

Consumer feedback rarely got mentioned throughout the literature review chapter
but it had a role to play in some of the NPD models. For example the key stages in
the formulation of the consumer-led NPD concept follow closely a marketoriented approach which includes: need identification, idea development to
address the need, product development to substantiate the idea and the products
market introduction to communicate the fulfilment of a need (Urban & Hauser,
1993). In this model, the consumer is the main focus. All R&D is based around
consumer research. However an important finding highlighted by Witell et al.
(2014) show that the financial rewards from obtaining customer information for
goods are highest in the early phases of the NPD process and decline in later
phases.
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All seven of the respondents agreed with this finding. However details about the
role the consumer plays is lacking in the literature review chapter. Primary
research findings describe how the consumer plays a key role in the NPD process.
For example four of the seven respondents described how they physically go to
markets to trial new products on consumers and get feedback. This test marketing
is important to establish if there is a need for the product and of course whether
the consumer actually likes the product. However one of the seven respondents
highlighted that if the consumer doesn’t like the product at this stage, the likely
hood of the product being launched is very slim. However it’s important to get a
good base consumer population to test new products on. For example if one
individual doesn’t like the product, this doesn’t dismiss the product entirely. It’s
important to note that you can’t please everyone with new products. Customer
input and feedback is a critical activity throughout the development stages of
NPD. It ensures that the product is right and also speeds up development process
toward a correctly defined target.

4.3.4: File use of cross-functional teams in NPI)

There are different team members involved in the NPD process in most food
companies.

Respondent A, Respondent B and Respondent C all agreed that cross-functional
teams including Innovation/R&D, Quality, Operations, Finance and Marketing are
involved in the NPD process in their business. Meanwhile Respondent D
highlighted that Production, Quality and NPD personal are involved at the
beginning of the NPD process in his business. It was highlighted that there is no
in-house accountant in the premises. However financial data is always important
as each member of NPD team is conscious of finance and is responsible
themselves for costings throughout the NPD process.
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Respondent E listed department’s including Operations, Production, Quality,
Maintenance, Logistics and Human Resources (HR) as being all involved in the
NPD process in his business. However when a new product is being launched and
developed, two personnel from the company’s headquarters come on board in the
NPD process. They visit on behalf of the Managing Director and get their
information from headquarters and pass their expertise/advice onto the entire
personnel in the plant. Respondent G outlined that there are only three members
involved in the NPD process in his business including the NPD Manager who
works with the two owners of the business. In contrast, Respondent F highlights
that there is no structure in place due to the small scale of its operations. There are
only the three owners of the business involved in the NPD process.

In the literature review chapter, the use of cross-functional teams was evident
throughout. In most organisations, cross-functional teams are the norm in NPD.
However a key finding in the primary research is that this is not always the case.
Larger scale operations are using cross-functional teams and are benefiting from
them. However small scale operations in contrast might only have a few members
involved and this includes the owner/s. There are no specific NPD teams in such
businesses. A very important finding was that only three of the seven respondents
mentioned finance personnel were involved in their NPD process. This highlights
the lack of involvement of accountants and other finance personnel in the NPD
process.

4.3.5: Time constraints in the NPD process

There are often time pressures associated with NPD.

Respondent C highlights that speed to market plays an important role in
developing products and is an added pressure particularly in the flavors business.
Respondent D explains speed to market plays an important role especially as a
contract manufacturer. Time frames are often given as new products need to get
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listings in supermarkets before they are launched on a supermarket shelf.
Meanwhile Respondent E explains that being ahead of competitors is important
but is not always the case. Being a market leader often means competitors can’t
compete. Therefore the objective for most food companies should be to become
the market drivers of new products which highlights the importance of speed to
market. However this is not an easy process as becoming a market leader takes
time and a lot of hard work. Being first to the market also means competitors try
to follow so it’s important to maintain standards according to Respondent E.

In contrast Respondent F explains that small businesses normally take a more
natural process. There is no real pressure to have a product launched. However a
lack of innovation can mean you can get left behind. Therefore NPD is important.
Respondent F did highlight however that there is constant pressure from,
supermarkets and retailers regarding the quality of products.

Respondent G agrees with Respondent F and explains that there are specific
windows for product launch usually in the supermarkets. For example Tesco have
two windows in the year to launch a product, either the February or October
window. Dealing with such retailers means all NPD will be driven for when
there’s a window to launch a product. In the yogurt business, this period is
normally spring time or autumn time for example according to Respondent G.

In the literature review chapter, it was evident that speed to market was important
for most efficient businesses. Companies that develop products quickly gain many
advantages over their competitors such as premium prices, valuable market
information, leadership reputation with consumers, lower development costs and
accelerated learning. All seven of the respondents agreed with these benefits.
However three of the seven respondents highlighted that there are often time
pressures placed upon food manufacturers. The most common time pressures are
launch dates set out by retailers or contract manufacturers.
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4.3.6: Keeping up with consumer trends

Consumer trends are constantly evolving.

Respondent A, Respondent B and Respondent C highlighted that they have
structures in place to monitor trends. Respondent A spoke of the use of ‘Blue-Sky
development’ and ‘Customer oriented development’.

‘Blue-Sky Development’ refers to capitalising on tomorrow’s trends, innovations
and discoveries (Wired UK, 2015).

‘Customer orientated development’ is to identify customer needs and then create
products that meet those needs. This is also called the market-pull model of
marketing, because it relies on consumer demand to ‘pull’ the product to the
marketplace, rather than having to push the product on consumers (Mack, 2016).

Meanwhile Respondent D explains that trials take place at least once a week on
potential new products. Often this may only involve slight tweaks to existing
products. The business objective is to try and develop recipes, something new and
different for customers who pick their own product over competitors. Similarly
Respondent E explains that constant R&D takes place due to the needs in the
market place constantly changing. For example there are certain markets where
customers are looking for a different type of product. Products must be made to
suit these markets and as a result must be made differently to suit the specific
requirement there. Conducting market research on a regular basis is a necessity to
establish what the customer’s needs are.

Respondent F explains that this happens naturally when one product is successful.
The next natural step is to move onto a new product to satisfy a new market or
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trend. Respondent F explains that the objective is to always try to be a step ahead
of your competitors. Consumers get tired of products too and like change and are
very trend focused. When you’re competing with big food manufacturers who
have access to large budgets and who have a strong R&D structure in place, it’s
difficult to keep up especially as a small business. However as the big players are
spending huge amounts of money on R&D, their research is identifying a
requirement for certain products. As a consequence keeping an eye on the product
range of such companies can be a good way of highlighting a gap or a need for a
certain product.

Throughout the literature review chapter there was little mentioned about dealing
with future food trends. Instead it highlighted social and behavioral trends such as
health. In contrast all seven of the respondents agreed that constant market
research is essential. For example three of the seven respondents highlighted that
they used ‘Blue-Sky development’ and ‘Customer oriented development’
approaches. These type of approaches investigate trends and were not highlighted
in the literature review chapter. Regular product testing and trials was identified
by one of the seven respondents. However one of the key findings was highlighted
by one of the seven respondents who highlighted that it’s important to keep an eye
on the product range of the big players in the food industry. This is often a good
way of identifying a need for a certain product due the huge amounts of money
being spent by such companies on R&D. This is especially important for small
food businesses who lack funding to invest in R&D.

4.3.7: Where is investment needed in the Irish food industrv?

Investment is an ongoing requirement as products need to evolve constantly.

Respondent A and Respondent B believe investment is needed in innovation and
marketing. In NPD, these are too vital functions. Innovation is essentially NPD.
Respondent A believes it’s important to invest in a strong NPD structure. This
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may be to improve the NPD process or to invest in NPD personnel. In processing
Ireland is well adequate but if any investment is further required, R&D is an area
according to Respondent C and Respondent G. Respondent G highlighted that
investment in R&D is always required. The remaining Respondent’s agreed with
R&D’s importance. It was highlighted that it’s vitally important to be continually
expanding and improving product ranges. Ongoing R&D is essential to this.
However both Respondent D and Respondent E highlighted the importance of
investment in personnel and technology. A skilled workforce is an essential
element for any business. A team effort is required and building a strong team
around you helps bring success. On the other hand, technology quickly gets
outdated. Investment in technology is essential to give the business every chance
of success.

In the literature review chapter, it was highlighted that investment in technology
and skills was important to Ireland’s future. There was little or no details of where
investment should be or isn’t required in the Irish food industry in the literature
chapter. All seven of the respondents agree that there has been significant
investment already in the Irish food industry but highlighted that this needs to
continue in future years. Investment in technology and skills was agreed by two of
the seven respondents. The remaining respondents had contrasting opinions.
Innovation and marketing was highlighted by one of the seven respondents. The
remaining respondents all agreed that investment in R&D was important for
Ireland’s food industry to have every chance of success in innovation.

4.3.8: What makes a product successful?

Product success doesn’t usually come naturally. Respondent A believes a
successful product needs to:

“...be different with
consumer/buyer ’ ’.

an

USP

117

easily

understood

by

the

Respondent B believes a successful product needs to:

“...fit consumer requirements. It must also fit the company
producing the product and must be profitable
’

Respondent D and Respondent C believe ‘price, quality and a market
requirement’ for the product is essential. For example, supermarkets have a large
display of similar products. This means it’s essential for your product to stand out.
This can be done by strong packaging, a strong reputation, superior quality or
price. Respondent D agrees with Respondent A about the importance of a strong
USP. To be successful the product must be different. In today’s society having
health claims in products such as being high in fibre and being a source of omega
three are all influencing factors consumers consider when purchasing a food
product.

Meanwhile Respondent E highlights that for a new product to be successful,
‘market research’ is essential before any product is developed or launched. There
must be a market for the product and the product must satisfy what the consumer
wants and needs. Price is also important but Respondent E highlighted that for
many value added products like infant formula, the consumer is willing to pay a
higher price as there is a want/need for such a high end product. Similarly
Respondent G also believes ‘market research’ should be the number one priority
and starting point for a successful product. However Respondent G also highlights
that having an adequate budget in place to market your new product is really
important. This is often where potential problems takes place as many small scale
food companies don’t have huge budgets when products are launched. This is
essential to promote and market the new product. This is what sets the big food
companies apart as they have huge finances to play with to give a new product
every chance of success. An interesting statistic is that nine out of ten new
products fail when launched in retail according to Respondent G.
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In contrast Respondent F highlights that ‘profitability’ is the main requirement for
any food manufacturer. There is little point in selling a product that is not
profitable. As for the consumer themselves, a product that fills a gap in the market
place is essential. A high quality product that stands alone in the market place that
competitors can’t touch with a strong USP is a priority for a successful product
according to Respondent F.

Throughout the literature review chapter, all the literature described NPD
processes. The literature was lacking on what were the requirements of a
successful product. Primary research findings highlighted by the respondents
discovered many issues regarding the requirements of a successful product. For
example three of the seven respondents highlighted the importance of a strong
USP. Meeting market and consumer requirements was highlighted by three of the
seven respondents. Price was another important factor mentioned by two of the
seven respondents along with quality and profitability. Therefore there are a
number of factors that make a product successful. It is clear that the product must
stand out from competitor’s products. A successful product is a product the
consumer buys naturally without any hesitation or consideration for competing
products.

4.4: To investigate the role of accountants and finance in new product
development within the food industry ?

In this section, the respondents discussed the role of accountants and finance in
the NPD process.

4.4.1: The role of accountants in NPI)

Accountants play an integral role in all aspects of a business.
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Respondent A believes accountants are an integral part of the NPD process. It is
important that accountants undertake proper financial scrutiny before any business
plan is finialised. This is critical to ensure that the market research is reliable and
accurate. Many new product introductions fail not because of financial constraints
but by over enthusiastic and ill thought out marketing plans. It is critical that the
new product has a clearly identified USP and is carefully priced. Accountants play
a critical role in this. Developing the distribution and route to market is also
important but conducting strict financial scrutiny throughout the entire NPD
process is critical to product success according to Respondent A.

Respondent B simplifies the accountant’s role in NPD by stating the accountant
must offer:

''...financial analysis and guidance throughout the entire new
product development process ’

Respondent C also agrees that accountants have a huge role to play in NPD.
According to Respondent C, the NPD team used to develop the ideas to support
NPD must be cross-functional and must include finance personnel. The ideas
required for NPD should come from the resource within a firm with the highest
epistemology and not necessary the resource working in the R&D function.
Accountants have the capacity to provide such a mind-set according to
Respondent C. The accountant ideally should complete a commercial evaluation
and an investment evaluation for all NPD projects at the start of the process to
avoid a commitment of resources on a ‘dead-end’ project or a loss making project.
A framework used to critique NPD is its ability to create incremental profits and
incremental cash flows, which build shareholder value. NPD is of little use if it
does not create shareholder value. This is an essential service accountants provide
to an NPD team. Accountants and the finance team should be providing this
resource in all NPD projects. Therefore as outlined by Respondent C, the
accountant can contribute hugely to the NPD process. Meanwhile Respondent E
believes accountants should be more actively involved in the entire NPD process.
However Respondent E did highlight that the fundamental role of the accountant
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is to examine and advise on financial issues. In the NPD process it is important to
focus on the books and examine the financials to keep everything on track. If
something is not working or going wrong, it is the accountants role to highlight
and stop the process before it’s too late. Therefore according to Respondent E,
accountants should be more actively involved in the NPD process but it’s
important to highlight that the accountant shouldn’t forget their primary function
which is ‘financial control’.

Respondent G highlights that the accountant plays a major part in NPD in his
business. However Respondent G did highlight that the accountant isn’t involved
in the creativity side of the process. Instead the accountant focuses on budgets and
costings throughout the NPD process right up to the launching of the product.
Accountants are especially essential if the need for investing capital in
infrastructure is needed. Accountants can be used to evaluate if the investment is
required and is the investment worthwhile according to Respondent G. Meanwhile
Respondent D suggests that in a small business, the role of the accountant is to
ensure ‘profitability’. The accountant should conduct financial analysis of the
entire NPD process. The accountant should also be conscious of price and costs
according to Respondent D. Often at an early stage of the NPD process, the
accountant concludes that a product isn’t financially viable to go ahead. This is
important as some products may not be worth launching due to high production
costs and the need to charge a high selling price which consumers may not be
willing to pay. Therefore the role of the accountant is vitally important to ensure
profitability and to keep a business operations running smoothly. Similarly
Respondent F agrees that in business the objective is to be profitable. The
fundamental role of an accountant is to ensure profitability. Accountants should
quickly highlight any pitfalls and keep you on track. Ideally the accountant should
be an advisor on all decisions that are being made. Being a small company, you
have to be finance conscious when developing new products and the role of the
accountant can’t be overlooked as a result.
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What is clear from the primary research is that accountants operate at many levels
and in several different roles within all types of organisations. Accountants in
different organisations often have a different level of input when comparing
businesses like for like. In the literature review chapter it was highlighted that
many accountants are in fact taking an ‘ancillary role’ mainly assisting with
provision of accounting/costing information and performing feasibility analysis in
NPD. However primary findings from the respondents identify an opportunity for
accountants to play a broader role in NPD. What was agreed by all seven of the
respondents however is that accountants are now more involved in NPD than in
the past. For example many accountants operate in an advisory role to
management during the process of NPD. However, what is clear is that many
organisations use accountants differently as no organisation is run the same. For
example two of the seven respondents highlighted that for small businesses, the
accountants main role is to ensure ‘profitability’. However only one of the seven
respondents highlighted that accountants have the capacity to be part of the
creativity aspect of NPD. This concludes that accountants are still remaining in
line with their primary function which is financial guidance and advise in NPD.

4.4.2: Evolving role of the accountant

As outlined in section 4.4.1, the role of the accountant in NPD is extremely
important in the NPD process. However what is also clear is the role of the
accountant is evolving with time. Many accountants perform duties that are not
money related. Accountants can play a role in the creativity side of things too
amongst others for example.

Both, Respondent A and Respondent B agree that the role of accountants is
evolving with time. Accountants play an integral role in most companies, no
matter what size the company is. Accountants are crucial in aiding with decision
making and both Respondent A and Respondent B liaise with accountants on a
daily basis and sometimes on an hourly basis. Respondent C also agrees that the
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role of the accountant is evolving with time. Accountants are not only all about
figures.

According to Respondent C, Accountants ideally should:

“...he able to make judgements, he a good listener and good
communicator, support evidence based thinking, have the
experience to identify a similar opportunity in the past and the
cognitive capacity to understand the learnings from old
experiences, have the cognitive capacity to build a theory by oneself
or as part of a team as every strategy is based on a theory.
Accountants should he able to use the frameworks of others to build
more clarity on the matter being investigated. E.g. Porters five
forces, Drucker’s the theory of business. Innovation funnel
Framework....etc. Accountants should have the capacity to
empower others to achieve the strategy. Development of a strategy’
without empowering the team to achieve it is a waste of time.
Finally accountants should be able to engage with a large team to
develop a holistic understanding of the concept being developed".

Respondent E believes accountants are more actively involved in operations than
they were in the past. Accountants do more than just process expenses and
monitor the operations of business on a daily basis. Accountants are now more
actively involved in the decision making process of companies according to
Respondent E. Respondent D agrees that the role of accountants is evolving with
time. However Respondent D did highlight that due to the small scale of the
business he works in, there is no in-house accountant. The accountant in most of
the major food firms has a very hands on approach. In contrast, an external
accountant is used in Respondent D’s business. However Respondent D did
highlight that every team member in the work place must be finance conscious
themselves at all times. Similarly Respondent F and Respondent G agree that the
accountant’s role is evolving with time. Being relativity small family based
businesses, both respondents believe accountants are very important in dealing
with cost efficiencies. Respondent F has no accountant in-house similar to
Respondent D. However they do have a book keeper two days a week for
invoicing and collecting money to keep cash flow coming in. Decision making
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ability has become a more important aspect of the role of the accountant according
to Respondent F which highlights the evolving role of accountants.

Throughout the literature review chapter, there was little mention of how the role
of the accountant is evolving. However all seven of the respondents agree that
accountants are more actively involved in the decision making process than ever
before. Accountants now offer more than just discussing financial information and
cost deficiencies. Accountants according to one of the seven respondents should
be able to make judgements, support evidence based thinking and should have the
capacity to empower others to achieve any strategies set out. Development of a
strategy without empowering the team to achieve it is a waste of time. In the past
many accountants kept to themselves and stayed in the background. Now
accountants are engaging more with members of all departments and play an
important role in cross-functional teams.

4.4.3: Is Finance a limiting factor in the NPI) process?

Depending on the size of the organisation, finance is often a stumbling block
throughout the NPD process.

Respondent C explains that finance is always a challenge especially for a low
profit making organisation where there is not a lot of cash resources available. As
a co-operative, this often curtails the capacity to raise finance from an investing
public. There is always the need to invest in new plant and equipment or invest in
new business opportunities. The dairy industry is a highly capital intensive
industry. However Respondent C did highlight some positives like incentives such
as grant aid and tax credits which are widely available. Respondent C feels
finance is a challenge but should not be a stop-gap. Meanwhile, both Respondent
A and Respondent B believe finance is only a limiting factor when creating new
products for start-ups and small businesses who have small turnovers. Larger food
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companies usually have the budget to be constantly investing in NPD. However
both respondents agreed that finance is always a challenge. It’s important to be
cautious where finance is an issue as sometimes actions can be affected by
external factors such as taxation and interest rates for example.

Being a small business, Respondent D agrees that finance is a challenge especially
as there are high costs associated with NPD. However Respondent D did highlight
that if the finished product is too expensive to sell in retail, sometimes there is
another route to market as you can go down the ‘catering route’. This is often
feasible as packaging and branding costs are reduced according to Respondent D.
All angles must be investigated before any new product is scrapped. All the time
and money that goes into the NPD process can’t afford to be wasted particularly
for a small family run food business. This means all avenues must be looked at
before a test product is scrapped for good. If a product can be sold at a reasonable
profit, it will be produced whatever route to market is needed according to
Respondent D.

In contrast Respondent E explains that due to the large scale of the operations he
works in, finance is rarely an issue in the NPD process. The only instance where
finance might be a problem is if there is a need for large infrastructure investment
to make the new product. The risk involved in this scenario is high especially if
production plants need to be upgraded to make such a new product. Where there
is demand for a new product, investment in infrastructure is often essential. Like
all investments however, will the investment be justified and will the product
survive long term are questions that need to be evaluated before big financial
decisions are made. Respondent G agrees that a lack of finance during the NPD
process is often a problem. Even when the product is fully developed and is ready
for launch, more financial problems may arise that a small business may not
envisage. For example getting a product listed in the shop requires money.
There’s a continuous requirement for finance throughout the life cycle of a
product according to Respondent G. Respondent F highlighted that finance can be
a big issue being a small family run operation. Finance is often a limiting factor
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when creating new products especially with a ninety day credit payment system in
place. This sometimes leads to cash flow problems. It is often a problem to get
money in quickly enough to run and start another NPD process according to
Respondent F.

What was evident throughout the literature review chapter was the lack of
literature regarding the role of finance in NPD. All seven of the respondents
agreed that finance plays a major role in the NPD process. Finance is always a
challenge especially for a low profit making organisations. There is always a need
for investment in the NPD process and structure. Two of the seven respondents
highlighted that larger food companies usually have the budget to be constantly
investing in NPD. This is not usually the case for small, family operated food
businesses however. There are many incremental costs other than just
manufacturing the product which food manufacturers need to be aware of. For
example one of the seven respondents discussed the need for budgets just to get
the product listed with the retailer. An interesting finding from one of the seven
respondents highlighted that because the NPD process is so expensive for a small
business, all the time and effort must be put into good use as all options must be
explored before an idea is scrapped altogether (e.g. going down the catering route
instead of retail). Another key finding is that finance is required throughout the
life cycle of a product. It doesn’t stop at the NPD process. If finance is lacking,
the whole NPD process suffers as a consequence. This is because existing
products need just as much finance to perform well (e.g. marketing etc.) in the
market place as products under development. Budgets are vitally important as a
result.

4.4.4: Is there a link between product failure and a lack of finance?

A new product doesn’t always succeed.
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Both Respondent A and Respondent B believe a sound business plan which has
undergone proper financial scrutiny is critical to new product success. This should
be done up front. Then it is critical to ensure that the market research is reliable
and accurate. Many introductions fail not because of financial constraints but by
over enthusiastic and ill thought out marketing plans. It is critical that the new
product has a clearly identified USP and is carefully priced. Strong upfront
financial evaluation is very important but Respondent A believes poor market
research and a poor USP are the main factors why new products fail. In contrast.
Respondent C agrees that financial constraint is often a factor in how new
products fail. Respondent C believes that other factors also contribute to product
failure. Not executing the ‘Four Marketing P’s’ (Product, Price, Place, Promotion)
properly is one of the main reasons why new products generally fail according to
Respondent C. Respondent D agrees that financial constraint plays a role in
product failure. However there are other factors which also contribute. These
include poor branding and packaging according to Respondent D.

Meanwhile Respondent E believes that poor market demand and price are the
main contributing factors to product failure of a new product. Therefore it’s
vitally important to conduct appropriate market analysis before any new product
is launched. If demanding a higher price than competing products, the product
must have an added value for the customer to pay a higher price over competitors.
Respondent F agrees that financial constraint plays a significant role in product
failure. However product quality is also a huge factor. Meeting the demand for
orders is a big issue for many small companies according to Respondent F. You
can often lose customers as a result of not fulfilling orders. Having a long lead
time, (sixteen weeks for example) can mean that you could potentially run out of
product. As a consequence, this is a major stumbling block. If you can’t supply
customers with the product they want when they want it, this may result in
business failure.

Respondent G agrees that finance and having inadequate budgets is an issue for
many food businesses. If you don’t have the budget to back a product, product
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success is extremely difficult. When you go to the retailer with a new product, you
typically need a budget for listing fees, wastage and paying to get the product up
and running in the shop according to Respondent G. If you don’t have that budget,
that’s a huge disadvantage. Distribution is critical. If you don’t have a good
distribution system in place, there’s no point in saying you have a great product, if
you can’t get the product to the shop as nobody can buy it. You have to establish a
strong distribution network to be successful. It’s a challenge to get products into
the retail system nationally with a weak distribution network in place. A poor
distribution network normally results in business and product failure.

Due to a rapidly changing and competitive business environment, it is not easy to
predict future trends in consumer tastes and preferences, competitor’s actions and
market conditions. Throughout the literature review chapter, lack of appeal was a
common theme and reason highlighted in why many products fail. However
research findings from all seven of the respondents highlighted issues such as
price, a lack of budget, poor distribution networks, product quality and poor
market research as contributing factors for product failure. A major finding
however is the link between these factors and finance. A lack of finance is the
contributing factor for all of these issues and is the primary reason why products
fail in the market place.

4.4.5: Access to Finance

Finance is essential for the successful running of a business.

Access to finance at present is good according to Respondent F and Respondent
G. The food industry is well backed by the banks currently in Ireland as it’s seen
as a strong industry at present. Banks are generally very good at offering
overdrafts if needed. Grants are widely available and are very important to the
food industry. However subsequent grant applications are often more difficult to
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receive. Grants are usually limited to time frames which means there is a
maximum amount that can be got during a specific time frame. This may be a
problem especially for small businesses looking to expand explains Respondent F.
However Respondent D highlights that in last eighteen months, there is a lot more
access to funds as many banks are offering relatively low interest rates. Being part
of Udaras (Gaeltacht programme) and Leader programmes also aid in firm
innovation by offering grants and support according to Respondent D. Similarly
Respondent F highlighted there are plenty of initiatives and opportunities for
small food businesses today. For example many small businesses are part of food
academies such as ‘The SuperValu Food Academy’. This is a great starting point
for many small businesses getting their products onto the supermarket shelves.
Local producers are supported and given a chance in a few stores at first and
broaden out into all their stores if there is good support for their product. That’s
SuperValu’s sales pitch at the moment, ‘Supporting Local’. SuperValu are
investing a lot of money in small food businesses at present. Ireland has a strong
food industry where there is no obvious area lacking investment according to
Respondent F.

In contrast Respondent E highlights for large companies, often money used for
investment comes from revenue and investment in shares by the public. This is
typically the case for larger organisations. Access to external finance from banks
and financial institutions is rare for large organisations according to Respondent E
as many of these organisations are able to fund themselves. However Respondent
E did highlight the importance of access to external finance for smaller companies
who require external finance to fund innovation and investment who don’t have
the same structures in place. Respondent C on the other hand believes one has to
be innovative to access external funding. It can be a problem when profit margins
are low and the only source of finance is bank debt. This however is a limitation
of the co-operative structure and is also a problem for small businesses according
to Respondent C.
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Throughout the literature review chapter, access to external financing was often
associated with greater firm innovation. This was agreed by all seven of the
respondents. All seven of the respondents made it clear that the food industry is
well backed by the banks currently in Ireland as it’s seen as a strong industry at
present. Three of the seven respondents highlighted the importance of grants as a
source of finance. One of the seven respondents highlighted initiatives such as
‘Food Academies’ which were not mentioned in the literature review chapter.
However one of the interesting findings was how one of the seven respondents
highlighted the need for innovation when accessing external finance especially for
a low profit making business. This was in contrast to one of the seven respondents
who stated that for many large companies, often money used for investment
comes from revenue and investment in shares by the public. Investment budgets
are drawn up each year and access to external finance from banks and financial
institutions is rare for many large organisations, as many are able to fund
themselves.

4.4.6: Capital Imcsfmenf Decisions

Ongoing investment is required in all food industries. Capital investment
measures are often used in important investment decisions.

Respondent A, Respondent B, Respondent C and Respondent E all agreed for the
need for capital investment methods when investing. Measures such as Net
Present Value (NPV) and Internal Rate of Return (IRR) are widely used especially
by large organisations. However Respondent D, Respondent F and Respondent G
believe their businesses do not require such measures. The use of accountants in
investment decisions was more appropriate in their scale of operations.

It is clear from the literature review chapter that NPV and IRR are some of the
measures that can influence a company’s investment decision. Findings from the
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primary research conclude that measures such as NPV and IRR are widely used in
investment decisions. Primary findings indicate some form of measures are
required in investment decisions as everything must be evaluated. Findings from
the respondents highlight that measures such as NPV and IRR seem to be more
applicable to larger companies over small scale and family operated businesses.
For example, four of the seven respondents considered measures such as NPV and
IRR appropriate for their food businesses. Investments need to be carefully
considered no matter what scale the business operations are. For example three of
the seven respondents felt accountants were appropriate to investigate any
potential investment decisions in their businesses. Conducting such measures is
very important. For many small businesses, they don’t have the structure in place
to require measures such as NPV and IRR. Instead accountants act as advisors in
any potential investments taking place in such small businesses.

4.5:

To investigate the problems with accountants in

new

product

develo|)ment within the food industry ?

In this section, the respondents highlighted the problems some accountants face in
the NPD process.

4.5.1: Problems with the role of accountants in NPD

Accountants face many challenges in their daily roles particularly throughout the
NPD process.

Respondent D believes many accountants ‘over focus’ on profitability. ‘You pay
for what you get’ is often the attitude used by the majority of NPD team members
which purchasing raw ingredients. However in contrast, many accountants in
general only focus on ‘money and profitability’. This mindset can lead to tensions
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between NPD team members. Often accountants don’t understand production
methods and the importance of producing a high end quality product. This can
lead to a problematic relationship as many accountants can’t justify high
production costs which result in the requirement for a higher selling price. Some
accountants want to source the cheapest ingredients to reduce production costs as
they don’t understand the importance of quality. Many accountants are fully
‘figure focused’ and find it difficult to look beyond profits and high margins
according to Respondent D. Similarly Respondent E agrees that many accountants
are too ‘figure focused’. Throughout the NPD process, the objective is usually to
manufacture the best possible product which consumers will buy into. As a result
most NPD team members worry about product design initially and worry about
product costings at a later stage. This doesn’t sit well with accountants according
to Respondent E as most accountants don’t agree on the concept that ‘high risk
has potentially the highest possible return’. Accountants don’t tend to follow this
mind-set according to Respondent E which is often a hindrance in the NPD
process.

Similarly Respondent F agrees that accountants are too conscious of costs and
figures. Keeping down costs is not always the best option. However Respondent F
did highlight that it’s important to disagree with accountants on occasions.
Accountants are more involved in the decision making process of most
companies. For example many accountants want to purchase ‘cheaper’ where
possible. This isn’t always the best solution as you must be careful not to go down
that route and harm quality. For example sourcing a cheap disinfectant might look
good on paper in a financial perspective but often such a product is a less superior
product. Reducing costs is not always the correct method as it can affect business
performance and affect the business long term. It’s important to pay extra for an
ingredient and maintain high quality standards than to let quality standards drop.
Accountants mean well but are cautious of money and financial risk. The
accountants role is necessary however as they can often see potential downfalls
that others can’t.

Sometimes the biggest problem with accountants is

understanding the concept of ‘cheapest is not always the answer’ according to
Respondent F.
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Similarly Respondent G has a similar opinion on accountants. Respondent G
agrees that accountants play a part in NPD and their role is evolving as a
consequence. However sometimes accountants play too much of a role in the
NPD process according to Respondent G. Some accountants are too involved in
the NPD process and should step back and let the other NPD team members do
their job. For example in some of the big food businesses, accountants spend
about seventy to eighty per cent of their time working on NPD projects.
Respondent G believes this is too much and would personally prefer accountants
to be spending only twenty to thirty per cent of their time on NPD projects. The
reason being many accountants have tunnel vision according to Respondent G.
Respondent G agrees with accountant’s philosophy that the product has to be
‘profitable’ as accountants normally have to be ‘one hundred per cent positive the
product will make money’. This attitude however can lead to problems. In every
business there’s always risk and not taking risk often means you won’t succeed.
Accountants usually try to eliminate anything risk related that has the possibility
of failure. However it’s not all about being highly profitable for some businesses.
Some businesses prefer the reputation of high quality products as ‘it’s not all
about money’. This is something accountants don’t like to hear according to
Respondent G.

In contrast Respondent A believes accountants don’t become involved early
enough in the NPD process. This is especially important for large scale food
organisations. Respondent A highlights that he regularly works with accountants
on a daily basis and sometimes even on an hourly basis. Some companies might
not engage with accountants up front in the NPD process and this can potentially
be a costly error. Meanwhile Respondent B believes some accountants are not
even team members in the NPD process in many companies and this is a big
mistake. Accountants have valid opinions that are too important to ignore and
should be incorporated in the NPD process from the beginning according to
Respondent B. Meanwhile Respondent C highlights from experience that a big
problem is the lack of time accountants have available to support the NPD team.
Accountants who play a role in the NPD process are a great asset. However
Respondent C did highlight that accountants who curtail their activities to the
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conventional accountancy function can be seen as a necessary evil in the NPD
process. These type of accountants may not be very useful to develop a vision to
support the growth of a firm in areas such as NPD. Such accountants are
curtailing their role to a gatekeeper or to self-protecting governance. An
accountant acting in such a role can have a negative impact on the overall
performance of the NPD team and can lead to negativity within a team according
to Respondent C.

Throughout the literature review chapter, a big problem highlighted was that
many accountants show a certain lack of involvement in the decision making
process. There is often a potentially problematic relationship between accountants
and other NPD team members who dispute money related issues and costings.
One of the major problems is differences of opinion of the role of accounting and
the functions associated with accountants. Companies both large and small have
different roles for what they what accountants to engage in. This can lead to
conflict as many accountants don’t fully understand their role. This was agreed by
all seven of the respondents. However five of the seven respondents highlighted
that many accountants are over focused on ‘profitability’. Many accountants are
too ‘figure focused’ and are over conscious of costs. An accountant acting in such
a role can have a negative impact on the overall performance of the NPD team and
can lead to negativity within a team. Five of the seven respondents felt that
accountants who curtail their activities to the conventional accountancy function
can be seen as a necessary evil in the NPD process due to their reluctance on
taking risks. A major finding however and was highlighted by two of the seven
respondents is that many accountants don’t become involved in the NPD process
early enough. Often accountants enter the process when it’s too late. This may be
due to a lack of time which was highlighted by one of the seven respondents.

4.5.2: Are accountants creative enough?

An accountant’s primary function is usually figure related and involves ensuring
correct financial decision making.
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Both Respondent A and Respondent B believe it depends on the company
structure and the defined role given to an individual accountant. Of course some
accountants are and can

be conservative depending on their personal

characteristics and because of past experiences. However both respondents
believe accountants should play a part in the entire NPD process as accountants
input is very valid. It is important that the accountant involved in the NPD team is
creative and bright and is encouraged to bring great insights. Meanwhile
Respondent C believes that accountants are creative enough to be a team member
of the entire NPD process. Creativity is primarily provided by the epistemology of
an individual and not the functional qualification of an individual according to
Respondent C. Similarly Respondent F believes accountants are creative enough
to be a valued team member of the NPD process. Accountants give a different
opinion from a different perspective which is always valued according to
Respondent F.

In contrast Respondent D believes that in general, accountants are too
conservative and are generally focused on profitability and margin over creativity.
Respondent E believes accountants have a role to play as a team member of NPD
but not in a creativity capacity. Creativity should be left to the other members of
the NPD team according to Respondent E. In most companies, a profit focused
accountant is the role they want their accountant to play and not to be too
involved in the creativity aspect. It is too important not to focus on the books and
examine the financials to keep everything on track. A team is set up for a reason
where each member knows what their role is and what input they have according
to Respondent E. If something is not working, it is the accountant’s job to stop the
process before it’s too late and to make it work if possible. Accountants of course
can be creative and can bring useful ideas on board but accountant’s primary
function focusing on figures can’t be sidetracked because of involvement in other
areas according to Respondent E. In contrast Respondent G believes accountants
aren’t creative enough due to their reluctance and fear of risk and failure.
Respondent G believes accountants are afraid of risk with regards the vision the
business want to create. On the other hand accountants have to be this way due to
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the importance of correct financial decision making. However accountants have to
adopt a certain percentage of risk too.

Throughout the literature review chapter, it was evident that NPD teams need
management accountants with initiative who can bring as much creativity to the
financial aspects of NPD. However management accountants need to undergo a
number of changes including becoming more ‘creative, proactive, and developing
more flexible approaches to costing and financial analysis to participate
effectively in the product design process’. It was agreed by all seven of the
respondents that accountants must become more creative with the financial
aspects of product development. However there were contrasting views displayed
regarding whether accountants were creative enough to be members of the early
stages of the NPD process. Four of the seven respondents believed it was
important that the accountant involved in the NPD team is creative and bright and
is encouraged to bring insights into the NPD process. In contrast, three of the
seven respondents believe the creativity aspect of the NPD process should be left
to other members of the NPD process. All three respondents believe accountants
should focus on their primary function which is focusing on figures and ensuring
correct financial decision making instead of getting sidetracked because of
involvement in other areas.

4.5.3: Team member relationships in NPI)

A positive working environment is essential in any business. An interesting
statement highlights how product design is an activity which is increasingly
becoming more important to the competitiveness and survival of organisations
over product development costs (Nixon and Innes, 1997).

‘'New product development managers seem to engage more with
engineers to defend their proposals over accountants who want to
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save money’. As a consequence, the NPD process often has a
largely adversarial relationship with accountants themselves
(Nixon and Innes, 1997, p.40).

Respondent A and Respondent B disagree with this statement. Both respondents
believe it depends on the company structure and the defined role given to an
individual accountant. Some accountants are and can be too conservative at times.
However this is often because of past experiences and their reluctance to repeat
the same mistake. Accountants need to be open minded and open to suggestions
according to both respondents. Of course, accountants are fearful of high
production costs which may limit creativity in some cases. However many
products are developed with no limit to costings. The objective for most
companies is to make the best possible product. Engineers are normally allowed
to experiment with ideas and worry about costings at a later stage. When a test
product is manufactured, it is costed by accountants. Accountants want to
establish whether it’s feasible to launch this product at a price the consumer is
willing to pay and at a profit for the company. If not, the product idea is usually
scrapped. Accountants rarely interfere with designers and engineers during the
development and testing stage. However this may be different in other companies
according to both respondents. Similarly Respondent C disagrees with this
statement. The real world is far more complicated than the world envisaged in the
statement above. Cost engineers would have a much greater input in process
innovation rather than product innovation according to Respondent C. The NPD
team must be cross-functional and the finance team members should be no
different in their approach to NPD as the other members. Therefore, there should
be no fear of accountants according to Respondent C. However it is important to
evaluate all NPD projects appropriately. A good idea can quickly turn into a bad
idea if it’s too expensive to manufacture according to Respondent C.

In contrast Respondent D agrees with this statement. Respondent D believes many
accountants are over cautious which can limit product design. Therefore
Respondent D believes many NPD managers are fearful of accountants due to
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their inability to be lenient on product development costs. Engineers are fearful of
poor product design whereas accountants are fearful of high costs and a lack of
profitability. For example if a product will be thirty per cent more expensive than
the market rival, this product will find it difficult to succeed unless the higher
price can be justified. NPD is a team effort and it’s important to weigh up all the
options rather than avoiding a team member like outlined in the statement.

Respondent E agrees that NPD managers seem to engage more with engineers to
defend their proposals over accountants who want to save money. Respondent E
believes accountants are often ignored when it comes to financial decisions in the
NPD process. Similarly Respondent F believes this statement is very true. At the
start of the NPD process, the objective is to make the best possible product
without worrying about cost at first. Costs should be looked at in a later stage and
can always be worked on to see if a product is viable or not. This is the natural
reaction especially at the start of the NPD process. In contrast Respondent G feels
it depends on the organisation. Usually the bigger they are, the truer this statement
is. Large companies want to incorporate good product design and are less fearful
of high costs compared to small companies. As a consequence, many NPD
managers seem to engage more with engineers to defend their proposals over
accountants who want to save money. This is more applicable to the start of NPD
processes according to Respondent G but is a true statement.

Throughout the literature review chapter, it was evident that accountants are often
ignored when it comes to financial decisions in the NPD process. A regular
occurrence is that NPD managers have started to ask for the assistance of cost
engineers to help them in defending their proposals against accountant’s views.
There were contrasting views displayed on this by the respondents. Three of the
seven respondents believed this was not the case. These respondents believe
accountants need to be open minded and open to suggestions and should not
possess the ‘fear factor’ that some NPD managers try to avoid. However all seven
respondents agreed that some accountants are and can be too conservative at
times. As a consequence this can be a turnoff for NPD managers as they prefer to
stay clear of accountants as much as possible. One of the seven respondents
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highlighted that engineers are fearful of poor product design whereas accountants
are fearful of high costs and a lack of profitability. There is a need for adequate
finance in product design and if an accountant is unwilling to support the
engineer, this can lead to a problematic relationship for all involved. A key
finding however is this is a more accurate statement with large organisations.
Large organisations want to incorporate good product design and are less fearful
of high costs compared to small companies who try to keep costs as low as
possible.

4.5.4; Conflict of opinion w itii accountants

Accountants sometimes don’t meet eye to eye with the different departments they
work with.

Respondent A and Respondent B disagree. Both respondents believe a good
working environment is healthy when topics can be open for discussion. Everyone
should have a voice and it’s important that issues get debated so a final decision
can be made that is agreed by all. Similarly Respondent G disagrees that conflict
of opinion with accountants is common in businesses. It is important when
recruiting an accountant to recruit an accountant with the same vision and beliefs
of the company. It is important to have a strong relationship with the accountant.
Sometimes opinions may vary but any potential issues or reservations are
important to highlight. It’s important to be one hundred per cent certain that a
decision will be a success over taking a non-calculated risk according to
Respondent G.

Similarly Respondent C disagrees that there is regularly a clash of cultures
between accountants and other members of the NPD team. Respondent C believes
accountants and other NPD members can work very effectively in the same team.
In the real business world one must adapt a working hypothesis. All perceived
statements of fact are based on opinions and therefore are just a perspective. In a
world where there are no facts one must approach all situations with a critical
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mindset. There are sometimes differences of opinion but a good approach to take
is called the ‘Devil’s advocate’ where the potential outcomes of clashing priorities
are debated and evaluated before a decision is made according to Respondent C.

In contrast Respondent D believes there can be potential conflict between
accountants and NPD team members. This can potentially be a big problem when
accountants cost targets are controversial. Those involved in product design feel
such targets often restrict design plans. It is true to say that accountants in general
are very cautious, which in no doubt can lead to problematic relationships and a
negative working environment. However Respondent D did point out that conflict
of opinions are good to be debated as they can often result in a better final
decision. Similarly Respondent E agrees that many accountants experience
conflict but highlighted that conflict is natural in business. Each party has a job to
do and want to cover themselves. It is natural for opinions or decisions to be
disliked and debated according to Respondent E.

Meanwhile Respondent F agrees that conflict of opinion can be an issue but it is
not very common in small businesses. For most small businesses the accountant
plays an advisory role. Accountants warn and highlight any potential downfalls.
Accountants opinions are valued and are important in the decision making process
in all businesses but especially in small businesses. You need a mediator to
accommodate different sides of an argument. The accountant wants what’s best
for the business and everything must be discussed, before an important decision
takes place. Aceountants give a different opinion from a different perspective
which is valued particularly in small businesses according to Respondent F.

Throughout the literature review chapter, it was evident that accountants and NPD
team members often conflict due to contrasts in their respective vocations. Much
of the NPD team members role is problem solving. Accounting and finance
personnel on the other hand are used for analysing the risk of the uncertainly. All
seven of the respondents agree to a certain degree with the literature. All seven
respondents agree that it is common that there is conflict of opinion especially in
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the NPD process. However a key finding is that conflict of opinion is healthy in
business. Opinions can be argued and debated. Giving everyone a platform to
speak allows opinions to be discussed and evaluated by others. Accountants and
other NPD team members may experience conflict but this should not be a barrier
to a good working relationship. A key finding is that conflict of opinions which
are debated and evaluated correctly often lead to a better final decision over taking
a non-calculated risk.
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Chapter 5: Conclusion of this Study

5.1: Introduction

The Irish agri-food and fisheries sector has seen a shift over the last number of
years from commodity based food supply to one that is increasingly brand centred
and consumer focused. This trend has resulted in huge potential for Ireland’s
value added food product sector.

Due to this growing trend, new product development (NPD) is becoming even
more important to food manufacturers. However much of the literature concerning
NPD currently has a marketing or engineering focus. The role of finance in the
NPD process is a neglected research area. The current literature available detailing
the role and development of value added products is also quite limited. This area
of research is especially relevant to the growth targets set out in the Food Harvest
2020 Report and the Food Wise 2025 Report. Value-added food and drink
manufacturing, beyond primary processing, can range from infant formula and
functional ingredients through to alcoholic beverages and prepared consumer
foods. Value-added meat products and artisan foods can also be considered part of
the sector. The continued development of value-added foods on the home and
international markets is key to delivering a sustainable agri-food economy.

This research attempts to evaluate the importance of value added products
together with the role played by accountants and/or the finance function in
developing such products. The objective of this research is:

‘An Investigation of the Role of Finance in the Development of
Value Added Products
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This chapter fulfils the research objective by using information obtained through
interviews, to answer the questions posed.

The questions the researcher will answer in this chapter to achieve the research
objective are as follows:

1. To examine the importance and role of value added products within the
food industry?

2. To investigate new product development processes used within the food
industry?

3. To investigate the role of accountants and finance in new product
development within the food industry?

4. To investigate the problems with accountants in new product development
within the food industry?

This chapter also describes the limitations of this study and suggests possible
related areas of future research. The following sections present answers to each of
the research questions in turn, comparing and contrasting the findings of this
research to the current literature. This study proved to be a very interesting
research area. In the Discussion and Findings Chapter, the Literature Review
Chapter was compared and contrasted with the individual interviews conducted.
The Literature Review Chapter gave a good presentation of the literature that’s
currently available. It highlighted both similar and contrasting viewpoints from
the different industry experts interviewed. The study is broken down into four
sections highlighting the four research questions throughout. The Literature
Review Chapter and the Discussion and Findings Chapter also follow the same
structure throughout highlighting the four research questions. This facilitates the
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ability to compare and contrast the secondary data with the primary data allowing
a conclusion to be drawn up.

5.2: Research Question I: To examine the importance and role of value
added products within the food industry ?

It is evident from the primary research that value added products are of major
importance to the Irish food industry. However market demand will dictate the
best product mix for Ireland.

There are potential challenges that lie ahead for the Irish food industry and the
value added sector. Product diversity will be a challenge for Ireland. The biggest
challenge is an understanding of how the food market will change. Product
diversity demands a huge investment in manufacturing facilities and a high
investment in Research and Development (R&D). Resources are limited in many
Irish food companies to support multiple investments. If a food company invests
in the wrong product, it can potentially be very difficult to recover. Therefore this
highlights the need for Irish food manufacturers to keep their costs down to be
able to compete.

Ireland’s location and distribution network is another challenge. As Ireland is an
island, it takes longer for our products to reach export markets especially with the
case of fresh food products. This suggests Ireland should try to focus on value
added products with a long shelf life. One of the biggest challenges in the value
added sector at present is that growth of these value added products is in third
world regions essentially. Value added products are all about high margins.
Demand is growing in these countries but they don’t have the disposable income
to spend on niche/high-end products. This will be a challenge for the Irish food
industry to try and get margin and growth out of what we are targeting.
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Another challenge going forward is the risk of market volatility. Milk quota
abolishment has increased opportunities but has also risks associated with its
removal. Ireland will have to build a plan for high, medium and low commodity
prices especially now that milk quotas are abolished. Price volatility seems to be
the biggest threat facing Irish farmers especially in the short term in the post quota
era. It is important to spread Ireland’s export options where possible. However the
importance of local markets can’t be ignored either. Both the United Kingdom
(UK) and Ireland itself are especially important for small food businesses.

What is important to note is that creating a strong brand can help a product
survive during difficult market periods. A well-known brand is always respected
and sought after. However, creating a brand is a very slow process as it usually
takes years to build a successful brand. Maximising the potential of value added
products and establishing strong brands can help reduce the risk of market
volatility. This highlights their importance to the Irish food industry. However it is
evident from the primary research findings that there is and always will be a place
for basic commodity based products in the market place. The reality is that it’s not
possible to have an entire ‘value added food product range’. However by
definition, the prices for commodity products will be commodity based and not
value added. Adding value to standard commodity based products creates greater
opportunities for food manufacturers to achieve a higher profit margin. It is
possible for Ireland’s commodity based products to command a higher price if
they are superior and offer an added value over competing products from other
countries. This highlights the need for more food schemes such as the ‘Bord Bia
Quality Assurance Scheme’ (used in Irish beef) for other food sectors in Ireland.
A quality assurance mark gives consumer’s confidence about a product and adds
value to the product. The Irish food industry needs to focus on non-basic
commodity products where possible to ensure maximum return to its key
stakeholders. This highlights the importance of value added products to the Irish
food industry. The objective for the Irish food industry should be to create highend, high margin value added products where possible. This can be achieved
through innovation and presenting compelling scientific arguments associated
with certain products.
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There are certain worldwide trends going forward for Ireland’s food industry that
should be targeted. These include an ageing global population, increased middle
income sector in the developing economies, increased disposable income, a
growing interest in health and nutrition, sports nutrition, childhood obesity,
understanding the impact/influence of social media, consumer formats which
supports eating outside the home, fresh and natural foods and infant formula. If
the Irish food industry can target certain trends through value added products, it
will help reduce the risk of volatility in the market place. However it is important
for the Irish food industry to focus on food traceability, to note the importance of
regulatory bodies and to portray Ireland’s green image as much as possible. Irish
food has a strong reputation for producing high quality foods. Promoting our
green image can only continue to benefit Ireland.

What is clear from the primary research findings is that Ireland needs to
differentiate its products from the competition with a strong ‘Unique Selling
Point’ (USP). Ireland needs to continue to create strong brands worldwide. The
needs of the market place worldwide need to be catered for. This will allow Irish
food manufacturers achieve higher prices in the long term and achieve greater
added value through maximising the value added food sector.

5.3: Research Question 2: To investigate new product development processes
used within the food industry ?

Product development can involve either improving an existing product or
developing a new product to target a particular market segment or segments.
Every food company has their own and unique process in product development.
NPD is a necessity for all companies due to the demands set by consumers. NPD
is also important because of the competitive strike that exists between competitors
who try to be one step ahead of each other where possible. Food companies that
develop products quickly gain many advantages over their competitors such as
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premium prices, valuable market information, leadership reputation with
consumers, lower development costs and accelerated learning.

What is evident from the primary research findings is that every company takes a
unique approach to NPD. Some companies use a structured method while other
companies take a more natural approach and develop new products sometimes by
chance through trial and error. The majority of larger food companies have a
structured NPD process. For the majority of these food companies, the process is
normally formulated in-house. In contrast many small food companies take a
more natural approach to NPD. Often smaller food companies are forced to
develop new products or otherwise get left behind. Some food companies follow
another food company’s product range to come up their own products. This seems
to be particularly the case for smaller food companies. This is often a good way of
identifying a need for a certain product due the huge amounts of money being
spent by larger food companies in R&D. Many food companies attend local food
markets to trial new products on consumers and get feedback. This test marketing
is important to establish if there is a need for the product and of course whether
the consumer actually likes the product. Often small family based food businesses
use this approach but it’s important to get a good base consumer population to test
new products to maximise the returns from using this approach.

To be successful in business, it’s important to be innovative. Large food
companies normally have dedicated NPD teams who focus on developing
products that meet consumer requirements. Many of the large food companies are
now ‘trend setters’ themselves. In contrast many small food companies often
develop a new product by chance. To be innovative, it is important to be investing
adequately in certain areas on an ongoing basis. For example, investment in
technology and skills, marketing and R&D are very important for Ireland’s food
industry to have every chance of success in innovation.
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The use of cross-functional teams is widely used in NPD. There are different team
members involved in the NPD process in most food companies. The majority of
large scale food companies are using cross-functional teams and are benefiting
from them. In large food companies, there is usually a structured team involved in
the NPD process including members from R&D, Quality, Operations, Production,
Logistics, Finance and Marketing. In contrast, many smaller food companies may
only involve a few members in the NPD process including the owner/s
themselves. What is important to highlight however is the frequent lack of
involvement of accountants and other finance personnel in the NPD process.

The primary findings indicate that NPD is important to gain a competitive
advantage over competitors. NPD is a suitable strategy to build a competitive
advantage and long term success in today’s global food markets. NPD ‘helps
maintain growth and spread market risk’. NPD is a necessity for survival. For
most food companies, NPD is as important as the continuation of existing
successful products. A once successful product normally needs improvement or
otherwise gets left behind and fails. Often there’s a time structure in place to
launch new products. Consumer feedback throughout the NPD process plays an
important role. Consumers like change and expect product improvements on a
regular basis. Consistent product development is a necessity for companies
striving to keep up with changes and trends in the marketplace. A successful
product needs to be different with an USP easily understood by the
consumer/buyer. A product must meet consumer requirements. Price, quality and
a market requirement for the product is essential. Adequate market research is
essential for a product to give it every chance of success. Finally of most
importance to any company, the product itself must be profitable.

5.4: Research Question 3: To investigate the role of accountants and finance
in new product development within the food industry ?

What is clear from the primary research findings is that accountants operate at
many levels and in several different roles within all types of organisations.
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Evidence from the primary research findings suggest the role of the accountant is
evolving with time. Accountants are not just figure focused even though it’s an
essential part of their role. The role of accountants in the NPD process normally
depends on the individual organisation.

Accountants in general are more actively involved in the entire operations of a
business. From the primary research findings, it is clear that the accountant should
offer ‘financial analysis and guidance throughout the entire NPD process’. Some
accountants only take an ‘ancillary role’ mainly assisting with provision of
accounting/costing information and performing feasibility analysis. Accountants
in different organisations have often a different level of input when comparing
business like for like. For example some accountants may operate in an advisory
role to management in the food industry during the process of NPD. Others may
be part of the creativity side and have more of an input throughout the NPD
process rather than just financial analysis. Sometimes, the accountants’ main role
is to ensure ‘profitability’. This is especially important for small businesses. The
use of accountants in the NPD process greatly depends on the size of any given
organsiation. In the past, many accountants kept to themselves and stayed in the
background. Now, many accountants are engaging more with members of all
departments and play an important role in cross-functional NPD teams.

Finance plays an important role in the NPD process. However, finance is always a
challenge especially for a low profit making organisation. There is always a need
for investment in the NPD process and structure. It is critical to have a sound
business plan which has undergone proper financial scrutiny. Often products fail
due to financial constraint. Strong upfront financial evaluation is very important
and the role of accounting/finance is critical to this. Many large food companies
usually have the budgets in place to be constantly investing in NPD. This is not
usually the case for small, family operated food businesses however. Getting the
finished food product onto the supermarket shelf is very expensive especially for
small food manufacturers. For example there are many unexpected costs for food
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manufacturers such as the need for budgets to get the product listed with the
retailer.

Cash flow is also essential to keep any organisation going no matter what the
scale of its operations. A problem that many businesses experience is having long
credit payment facilities in place for their customers which can lead to cash flow
problems of their own. As the NPD process is expensive, especially for a small
business, all the time and effort must be put into good use and all options must be
evaluated before an idea is scrapped altogether (e.g. going down the catering route
instead of retail may be an option). If finance is lacking, the whole NPD process
suffers as a consequence. Finance is a key element in NPD but it’s also required
throughout the life cycle of a product. It doesn’t stop at the NPD process. This is
because existing products need just as much finance to perform well (e.g.
marketing etc.) in the market place as products under development. Budgets are
vitally important as a result to succeed in business. Having an inadequate budget
is a huge challenge for many food businesses. If you don’t have the budget to
back a product, product success is extremely difficult as a consequence. It is
similar throughout the NPD process. Working with limited budgets often restricts
a new product’s potential. This highlights the importance of adequate access to
finance. Access to finance is usually the foundation and starting point in any NPD
process. Depending on the size of the organisation, finance is often a stumbling
block throughout the NPD process. However there are some positives like
incentives such as grant aid and tax credits which are widely available to develop
NPD. Finance is a challenge but should not be a stop-gap. Access to external
financing is often associated with greater firm innovation. The food industry is
well backed by the banks in Ireland currently as it’s seen as a strong industry at
present. Sometimes however there is a need for innovation when accessing
external finance especially as a low profit business. Grants are an important
source of finance especially for low profit making organisatons. In contrast, many
large food companies are able to fund themselves and rarely need financial
support from financial institutions.
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There are often certain measures that are calculated for investments being
considered and evaluated in most companies. Measures such as Net Present Value
(NPV) and Internal Rate of Return (IRR) are widely used. However such
measures seem to be more applicable to larger companies over small scale and
family operated businesses. It is clear however that investments need to be
carefully considered no matter what scale the business operations are.
Accountants are important to investigate any potential investment decisions.
Conducting such measures is very important. For many small businesses, they
haven’t the structure in place to require measures such as NPV and IRR. Instead
accountants act as advisors in any potential investments taking place in small
businesses.

Due to a rapidly changing and competitive business environment, it is not easy to
predict future trends in consumer tastes and preferences, competitor actions and
market conditions. There are many reasons why products fail. Issues such as
price, a lack of budget, poor distribution networks, product quality and poor
market research are common contributing factors for product failure. A major
finding however is the link between these factors and a lack of finance. A lack of
finance is usually a contributing factor for why products fail.

5.5: Research Question 4: To investigate the problems with accountants in
new product development w ithin the food industry ?

Evidence shows that the involvement of management accountants in decision
making processes leads to more efficient and effective decisions (Scott, Tiessen
1999; Rowe et al. 2008). Even though finance plays such an important role in the
NPD process, it is clear from the primary research findings that there are often
problems associated with the role of accountants in the NPD process. Looking at
the current available literature, one of the major problems is differences of opinion
of the role of accounting and the perceived functions associated with accountants.
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The role of accountants is evolving all the time. Companies both large and small
have different roles for what they what accountants to engage in. Sometimes
accountants show a certain lack of involvement in the decision making process.
This can lead to conflict as many accountants don’t fully understand their role.
Accountants are important to keep an eye on the business performance and to
ensure profitability. However many accountants are perceived as ‘too figure
focused’ and are ‘over conscious of costs’. An accountant acting in such a role can
have a negative impact on the overall performance of the NPD team which can
lead to negativity within a team.

NPD should ideally be a cross-functional process with personnel from a wide
range of departments. There is often a potentially problematic relationship
between accountants and other NPD team members who dispute money related
issues and costings. Accountants who curtail their activities to the conventional
accountancy function can be seen as a necessary evil in the NPD process due to
their reluctance on taking risks.

One of the most agreed problems with the role of accountants in the NPD process
is their perceived ‘lack of creativity’. Accountants must become more creative
with the financial aspects of product development. A lot of accountants aren’t
creative enough due to their reluctance and ‘fear of risk and failure’. However this
often depends on the company structure and the defined role given to an
individual accountant. For example, some companies believe accountants should
focus on their primary function which is focusing on the figures and ensuring
correct financial decision making instead of getting sidetracked because of
involvement in other areas. Of course some accountants are and can be ‘too
conservative’ depending on their personal characteristics and because of past
experiences. However it is important that the accountant involved in the NPD
team is creative and bright and is encouraged to bring great insights.

One of the biggest problems associated with accountants in the NPD process is
that generally accountants don’t become involved early enough in the NPD
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process. Some companies don’t engage with accountants up front in the NPD
process and this can be a costly error. This may be related to the lack of time
accountants usually have available to support the NPD team.

Often accountants aren’t playing a more important role in the NPD process
because of relationship issues. NPD managers seem to engage more with
engineers to defend their proposals over accountants who want to save money. As
a consequence, the NPD process often has a largely adversarial relationship with
the accountant. However this seems to be more accurate for larger organisations.
As a consequence, ‘conflict of opinion’ and ‘a clash of cultures’ are some of the
problems accountants face between different departments on a daily basis.
However this isn’t the case for all organisations. Accountants and other NPD
members can work very effectively in the same team. There are sometimes
differences of opinion but a good approach to take is called the ‘Devil’s advocate’
where the potential outcomes of clashing priorities are debated and evaluated
before a decision is made. Conflict of opinion is healthy in business. Opinions can
be argued and debated. Giving everyone a platform to speak allows opinions to be
evaluated by others. A key finding is that conflict of opinions which are debated
and evaluated correctly often lead to a better final decision over taking a noncalculated risk.

Sometimes a big problem is that many accountants are ‘fully figure focused’ and
find it difficult to look beyond ‘profits and high margins’. High risk has
potentially the highest possible return but many accountants don’t tend to follow
this mind-set. Keeping costs down is not always the best option as in a food
business in particular, this can affect the quality of a product. Sometimes
accountants cost targets are controversial as many team members feel that low
cost targets can restrict a products potential. Much of the NPD teams role is
problem solving. Accounting and finance personnel on the other hand are used for
analysing the result of the uncertainly. Therefore, accountants need to be open
minded and open to suggestions and should not possess the ‘fear factor’ that
coincides with risk.
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5.6: Limitations of this Study

This study, while narrowing the existing gap in the literature, has its limitations.
In fulfilment of the requirements for a Masters in Business (Research), this
dissertation was the first major piece of academic research undertaken by the
researcher. Along with experience, time was another limiting factor for the
researcher.

One of the biggest challenges faced by the researcher in this study was gaining
access to industry experts. Even though the researcher interviewed industry
experts from a wide range of food industries, the researcher would have liked to
have conducted more interviews with industry experts from a wider range of
professions. Qualitative research, while being an effective method of acquiring
information has its limitations. The findings cannot be generalised to the whole
population due to the amount of participants used in this study.

5.7: Future Research

Re-examining the findings of this research in five to ten years would be a worthy
research area. It could re-examine the role and importance of value added
products in the Irish food industry. It could re-examine NPD processes used
within the Irish food industry to examine whether they have changed or
progressed any further. It could also re-examine the role of accountants and the
finance function in the NPD process to establish whether accountants and the
finance function are more involved in the NPD process. Finally it could re
examine whether the problems with accountants highlighted in the study findings
still exist in the NPD process.

Future research could also be carried out on the impact of climate change on Irish
farms. This is a worldwide problem. Ireland always boasted a ‘grass based food
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production system’ but could the effects of climate change in future years affect
this? Climate change is forcing many Irish farmers to consider this. The common
trend is that Ireland is experiencing longer winter periods which has resulted in
longer housing periods on Irish farms and the need for more winter feed. This is a
potential area for future research to examine the impact and consequences of
climate change on Irish farms.

Another potential area for future research is the impact of technology on Irish
farms. Labour shortages is a big problem on many Irish farms and the use of
technology is widely regarded as the solution to ease labour workloads on such
farms. This is a potential area for future research to examine the benefits and
limitations of technology on Irish farms.

Another area for future research is to examine the impact of price and market
volatility in the Irish food industry. Milk quotas were abolished on the first of
April in 2015 and since then milk volumes have increased rapidly. However the
abolishment of the milk quotas have presented both opportunities and challenges
for the Irish food industry. The removal of the milk quotas has allowed Irish dairy
farmers especially to expand rapidly. Dairy farmers who were once restricted with
milk quotas and the risk of milk super levies can now produce the milk volumes
they wish to produce. However this has led to extreme challenges for many Irish
farmers particularly with the risk of volatility. The world markets are flooded with
milk. This has resulted in price reductions and market volatility is of real concern
for the dairy industry in particular. This is another potential area for future
research to examine the knock-on effect of the post quota era and the impact of
volatility in the Irish food industry.
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5.8: Conclusion

Existing literature called for more research in value added products. This study
attempts to answer this calling by investigating the role of finance in developing
value added products and describing and analysing NPD processes used within
the food industry.

This study highlighted the importance of value added products in the Irish food
industry. However there is and always will be a place for basic commodity based
products in the market place but there is no sustainable added value therein. On
the downside commodity products will only deliver an average margin. However
adding value to standard commodity based products creates greater opportunities
for processors to achieve a higher margin. The Irish food industry needs to focus
on non-basic commodity products where possible to ensure maximum return to its
key stakeholders.

This study highlighted that every food company has their own and unique way in
the NPD process. Some food companies use a structured approach while other
food companies develop new products sometimes by chance through trial and
error. What is evident from the primary research findings is that the majority of
large food companies use a structured NPD process. In these companies, the
process is normally formulated in-house. In contrast the vast majority of small
food companies take a more natural approach.

This study highlights that the role of accounting and finance plays a significant
role within the food industry. It is critical to have a sound business plan which has
undergone proper financial scrutiny. Strong upfront financial evaluation is very
important and the role of accounting/finance is critical to this. The role of
accountants in the NPD process normally depends on the individual organisation.
The team used to develop the ideas to support NPD should be cross-functional
and finance personnel should play a big part in this.
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This study highlights that accountants experience many problems in the NPD
process. Even though finance plays such an important role in the NPD process, it
is clear from the primary research findings that there are often problems
associated with the role of accountants in the NPD process. One of the major
problems is the differences of opinion with the role of accounting and the
perceived functions associated with accountants in the NPD process. There are
sometimes differences of opinion but a good approach to take is called the
‘Devil’s advocate’ where the potential outcomes of clashing priorities are debated
and evaluated before a decision is made. Often accountants don’t become
involved early enough in the NPD process which can be a big problem. Some
food companies don’t engage with accountants up front in the NPD process and
this can potentially be a costly error.

5.9: Recommendations

I'he role of finance plays a significant role within the Irish food industry. The
food sector has seen a shift over the last number of years from commodity based
food produets to one that is inereasingly brand centred and consumer focused
which has led to many positives. The continued development of value-added
foods on the home and international markets is key to delivering a sustainable
agri-food economy. Sales of such products are less likely to be impacted by
fluctuations in commodity prices while processing Ireland’s raw material supply
domestically fundamentally supports wealth and employment creation in the rural
economy. It is therefore important for Ireland to maximise our growth targets and
achieve the targets set out in the Food Harvest 2020 Report and the Food Wise
2025 Report.

A solid NPD structure in place focusing on the ‘value added sector’ will
potentially be very beneficial for Ireland especially in the post quota era. A strong
NPD structure provides the ideal platform to maximise innovation and to establish
a strong product range.
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To be successful in the ‘value added sector’, it is critical to have a sound business
plan which has undergone proper financial scrutiny. Strong upfront financial
evaluation is very important and the role of accounting/finance is critical to this.
NPD is a team effort and finance personnel are a key element of a successful NPD
team.

In the past there were problems and often conflict with accountants being a part of
the NPD process. It is evident from the primary research findings that this can’t
continue to happen. In the past many accountants didn’t get involved early enough
in the NPD process. Some companies didn’t engage with accountants up front in
the NPD process previously and this often proved to be a potentially costly error.
Therefore accountants must become involved in the beginning of the NPD
process. The role of finance and the role of accountants in NPD is too important to
ignore.
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Ap|)endices

Appendix A: Interview Protocol

Before the Interview:
1. The interviewer will introduce himself and give the interviewee a short
summary on the purpose of the interview.
2. The interviewee will be given a copy of the interview questions before the
interview takes place but will also be briefed about the possibility of semistructured questions.
3. The interviewee will be asked if anything needs to be clarified at this
stage.
4. The interviewee will be asked if the interview can be recorded.
5. The interviewee will be given some indication of how long the interview
will take.

During the interview:
6. The interviewer will have a list of interview questions to be covered, but
may not stick to the exact wording or the order of the questions.
7. The interview will also consist of semi-structured questions. This gives the
interviewer the freedom to ask additional questions that he did not
anticipate and an opportunity to probe for views and opinions of the
interviewee.
8. Even if the interview is being recorded, the interviewer will still take
notes.

At the end of the interview:
9. At the end of the interview, the interviewee will be debriefed to ensure
he/she is happy with how the interview went.
10. The interviewer will transcribe the interview in full as soon as possible.
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Appendix B: Interview (luide

Research Question 1: To examine the importance and role of value added
products within the food industry?

1. Do you believe the target for Ireland to increase milk volumes by 50% by
2020 is realistic and achievable?

2. In your opinion, will Ireland benefit from the post quota era. If so, who
will it benefit?

3. In contrast, will the post quota era have any negative impact on the future
of Irish food production?

4. In an ideal world, what should the additional volumes of milk be used to
produce if manufacturing costs and supply chains were no issue?

5. What product mix may be the best option for Ireland in your opinion or
will it come down to market demand and processors expertise in certain
products?

6. Is there still a place for basic commodity based food products in the
market place?

7. Are there any risks associated with commodity based food products?

8. The term ‘value added’ is widely used in today’s business world. How can
the Irish food industry make the most of this?

9. Ireland’s hugely ambitious ‘value added’ targets for Food Harvest 2020 is
to generate €1 billion of new value added exports. Is this a realistic and
achievable target in your opinion?
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10. What are the main benefits of value-added products?

11. Value-added food and drink manufacturing, beyond primary processing is
a broad term. Has Ireland the expertise to be leaders in this field?

12. Social and behavioural trends in the last decade have changed. In your
opinion, what trends will be important for Ireland’s food industry going
forward?
13. The world’s population is expected to reach just over eight billion by
2025. Will this lead to more product diversity in your opinion and will this
present a challenge for Irish food processors?
14. Creating strong ‘brands’ that are recognised worldwide is key to the
successful exporting of products produced in Ireland. Is Ireland doing
enough in this area or could we as a nation be doing more?
15. What are the benefits of a strong brand?
16. The infant formula sector is a thriving, successful industry worldwide. Is
this an area Ireland should focus on more in your opinion?
17. Do you see joint ventures with other food manufacturers in foreign
countries as a possible area Irish food processors should look at in the
future? Is it already happening with Irish food manufacturers?
18. Cost efficiencies will be key for Ireland going forward. How is Ireland
placed in terms of cost competitiveness against competing countries?
19. Can Irish food manufacturers compete with leading multinational food
companies or will they be squeezed out in your opinion?
20. What export markets do you feel will be important for Ireland going
forward?
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21. Ireland’s current dairy commodity product output is often dangerously
exposed to volatility. Is Ireland in a position to cope with major price
fluctuations or could there be serious consequences in your opinion if
prices fall sharply?

Research Question 2; To investigate new product development processes
used within the food industry?

22. In your opinion, what are the requirements of a successful product?

23. Is investment required in any area in the Irish food industry in your
opinion?

24. According to Enterprise Ireland (2014), ‘Research and Development’
(R&D) driven, value added products are important.’ Is Ireland’s overall
R&D infrastructure adequate to succeed in your opinion? Is there room for
improvement?
25. Is there a requirement for a new product development (NPD) model to be
used in NPD in your opinion?
26. Is there a specific NPD model/process followed during the NPD process in
this company? (If yes, is the model/process developed in-house? How
does the model work?)

27. Who is involved in the NPD process in this company? Are cross
functional teams used?

28. During the NPD process of this company, does consumer feedback have a
role to play?

29. In this company, is NPD as important as the continuation of existing
successful products?
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30. Does speed to market play an important role in developing products for
this company?

31. ‘Consistent product development is a necessity for companies striving to
keep up with changes and trends in the marketplace’. How does this
company do this?

Research Question 3: To investigate the role of accountants and finance in
new product development within the food industry?

32. In the NPD process, what role do accountants play if any in your opinion?

33. Have accountants a role to play in NPD in this company or should they be
more prominent?

34. ‘Finance may be in the best position to provide the tools, discipline and
insight to succeed in successful NPD’. Do you agree with this statement?
If yes, why do you agree?

35. New products generally fail due to lack of appeal because they are rushed
to market. Are there other factors in your opinion why new products fail?
Does financial constraint play a role?

36. ‘In the NPD process, the finance function is rarely expected to be the
originator of a breakthrough product or technology’. However ensuring
great ideas are spotted, encouraged, financed and delivered efficiently to
market is important. Do accountants facilitate this in your opinion? If yes,
why?

37. Should accountants in your opinion have responsibility for strategy and
target setting in the NPD process?
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38. Is finance a limiting factor when creating new products in this company?

39. Measures such as ‘Net Present Value’ (NPV) and ‘Internal Rate of Return’
(IRR) are widely used in investment decisions. Does this company carry
out such capital investment measures to help identify successful new
investments/products will succeed?

40. ‘Access to external financing is often associated with greater firm
innovation’. Do you agree with this statement? How is access to external
finance in Ireland like at present?

Research Question 4: To investigate the problems with accountants in new
product development within the food industry?

41. Are there any problems with the role of accountants in the NPD process in
your opinion? If yes, what problems exist?

42. Are accountants involved enough in the NPD process in your opinion?

43. Are accountants creative enough in your opinion to be a team member of
the NPD team process?

44. How would you describe your relationship with the accountant in your
business?

45. ‘Product design is an activity which is increasingly becoming more
important to the competitiveness and survival of organisations over
product development costs. NPD managers seem to engage more with cost
engineers to defend their proposals over accountants who want to save
money’. Is this an accurate statement of how accountants are treated? If
yes, why is this statement accurate?
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46. ‘There is often a clash of cultures between accountants and members of
the NPD team which often leads to a problematic relationship’. Would you
agree or disagree with this statement? If you agree, why?

47. ‘Conflict of opinion is one of the downfalls accountants face between
different departments on a daily basis’. Is this an accurate statement in
your opinion? If yes, why is this statement accurate?
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Abbreviations
ACCA - Association of Chartered Certified Aceountants
BSC - Balanced Seoreeard
CAD - Computer Aided Design
CIT - Cork Institute of Teehnology
ECV - Expected Commereial Value
EU - European Union
FCGS’s - Finance and Corporate Governance Systems
FFP - Full Fat Milk Powder
FFPD - Functional Food Product Development
FHI - Food for Health Ireland
HR - Human Resources
ICOS - Irish Co-operative Organisation Society
IRR - The Internal Rate of Return
KPl - Key Performance Indicator
NCTP - Novel Cheese Teehnology Platform
NPD - New Produet Development
NPD&D - New Produet Development and Design
NPV - Net Present Value
NZ - New Zealand
PDP - Product Development Processes
PI - Productivity Index
R&D - Research and Development
ROI - Return on Investment
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S&T’s - Strategy and Target setting
SMA - Strategic Management Accounting
SMP - Skim Milk Powder
TQM - Total Quality Management
UK - United Kingdom
US - United States
USP - Unique Selling Point
VPP - Value Proposition Process
WMP - Whole Milk Powder
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